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The Bureau of Public i<hterprises (HPE) entrusted 
the Study- '’i»Ianag<XQent Sccelll ence in Public liritei^ rises" 
to the Indian Institute of Public Administration (IIPa) 
for scientifically enguiring-\irhat makes an organisation 
to function more effective y in the context of vrorking 
of the Central Public Sector Hi terp rises. Ine scope of 
theme aPd methodology of the Study v/ere defined by the 
Study Teas'i after thorough literature search and discussion 
vd-th several academics and practitioners. Tne details of 
the study background, objectives and scope have been 
described in Chapter 1-The Prologue. Mi overviev/ on the 
performance of public enterprises nas been given in 
Chapter 2. 

On the basis of long tenii perferncince (1974-84) 
anaJ-ysis on seven selected indices, 146 production enter- 
prises were divided in nigh lov; performing categories. 

# 

For objectively selecting a fev/ enterprises from both the 
groups for in-depth study, the Study reaa developed m 
unique and exciting rnetnodol ogy which has been eladonated 
in Ch^ter 3 - Selecticn Methodology. Vith this 
methodology the overall aJid individual indices ranks, 
caaputed from I974r75 to 1983-84 performance data, of 
1 46 production enterprises have been indicated in 
Appendix I, 
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To identify distinctive characteristics of management 
practices in high and low performing enterprises} Me Kinsey 
model of organisational study was used with minor adjust- 
ments keeping in view the requirement of the Study and 
environment of work of these enterprises. The framework 
of analysis and description of variables of managerial 
excellence have been elaborated in Chapter 4, 

The Study has been an odyssey of professional 
learning with many contours incl.uding re-learning, I'/e 
liad to put a lot of muscle to create a very logical order 
of extremely complex and disjointed information received 
on the working of these enterprises. Vie learnt iiow public' 
undertakings function in management process terms. Vie also 
learnt how chief executives perceive their organisation and 
how such perceptions are at variance vj'ith those of other 
executives. 

While designing questionnaires "to obtain perception 
based re^onses we have adopted eclectic approach and uesired 
to have incidents illustrative of some unique organisational 
dimensions. The questionnaire design and details nave been 
given in Cliapter 5« Unfortunately, many of the responding 
executives were unable to come up with recollections of such 
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outstanding events. The required information was received 
after repeated requests from the BpE and follow-up letters 
and telegrams from the IIP A . 

Analysis of responses shows that organisations which 
are greatly proficient in many management process dimensions 
sometimes falter because of external factors beyond their 
control. Sometimes enterprises with merely average capa- 
bilities in managerial terms are catapifLated into success. 

All coiEpanies had their distinctive competencies and business 
situations they faced with were unique. Every case appeared 
different and no generalisations seem possible. Any claim 
to the effect that scientific management will deal with all 
these uncontrollable variables and will positively lead 
to organisational effectiveness is to ignore the reality 
of very significant impact of the government policy, market 
characteristics and other regulatory environments. Each * 
organisation is an amalgam of its distinctive products, 
markets, users, environment and its people* s belief s, values 
and styles. It requires professional guts to confront the 
organisational realities and to deal with them. The 
differences in the levels of performance to some extent 
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can be explained by the manner and degree to which Tarious 
management concepts and techniques are practised. Due to 
influx of management literature and wide variety of manage- 
ment in^rovement training programmes there seems to be 
considerable awareness of the factors and processes which 
contribute to managerial excellence. For instance, respond- 
ents from both high and low performing enterprises claim to 
be committed to team briefing practice and adopt participative 
leadership style. The extent to which it was a myth or 
reality, was difficult to assess. Evidence was not wanting 
to show that in some cases the claim was hollow rhetoric, • 
The study had relied on written questionnaire methodology 
and this approach did not reveal differences between prec^ts 
and practices. For paucity of time and resources the Study 
Team could not test or suppl^ient the findings by discussion 
with the concerned executives and by observation of their 
practices. It is extremely inportant and necessary to 
interact with the top/ senior managers and discuss with than 
the factors which have contributed to managerial effectiveness! 
The analysis of information and findings on the six variables 
of managerial excelloace viz., Strategy, Style, Culture, i 

Structure, Staff and Skills, and Systems and procedures have 
been^in Chapter 6 to 11, A s;^ thesis of findings isave been 
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given in Chapter 12. Appendices II to XV give brief 
writeups about ik- selected undertakings. Appendix XVT 
contains viewpoints expressed by some of the past Q-IDs 
on leadership style and cifLture, 

We are indebted to the Director of the IIP A for 
extending all possible support from the Institute and 
encouragement for the study; and for cheerfully appreciating 
our difficulties in completing the -voluminous and coii 5 )lex 
work involved. The study required single-minded attention 
througlxDut our working hours. We hope that the study 

e 

outcome would be of value to the BPE and executives of 
the public sector enterprises. VJe are fiXIly satisfied 
that the Study outcome justifies in many ways the efforts 
put in for the same. We are also grateful to the officers 
of the BPE who have given their ungrudging support in 

# 

different stages of the study and have afforded us this 
opportunity of developing understanding and insights about 
factors which contribute to managerial excellence in the 
public sector undertakings operating in India. 

Prof. Bam Prakash 
Study Director 



1 . THE PEOLOGUE 


Intix)duction 

1.1 The Bureau of Public Shteip rises (BPE), iu January 
1985j invited Research Study Proposals on problems of common 
relevance to public sector enterprises frcra different nation^ 
institutions for sponsorship and financial support. The 
Indian Institute of Public Administration (IIP A) showed 
interest to undertaKe a study wliich might throw light on 

some of the aspects raLating to achievetRent of managerial 
excellence in public enterprises. 

1.2 The proposal invoked interest of the BPE a^d the IIPa 
was askea to prepare a detailed research design indicating 

m 

the rationale, objectives, scope of v/ork, mechanics and time 
schedule of the Study. Accordingly, a det-ij ed Study 
ProijOsal vas submitted by IIPA and ap'provea oy the BPE. Tne 
Study commenced from November 1, 1985® 

Rationale • 

1.3 Massive investments had been made and continue to 

be made every year in public enterprises. Tnese enteip'rises 
differ widely in their background, history of development, 
technology, nature of goods produced and services rendered. 

The Five Year Plans emphasise that the large investments 
made in these enterprises should yield adequate returns 
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for furtiier growth and development in addition to serving 
the purposes for which these were establi^ed* ihe quality 
of^an enterprise depends on several organisation and 
situation specific interacting and inter-dependent variables* 

1f;lf For researchers, it has been a central theme of 
analysis, experimentation and design to ascertain hoa the 
organisations can be made to function more effectively* 
Considerable scope of research continues to exist to 
answer questions like - How does one corporation malse 
handsome profit and another go bankrupt? How does one 
non-profit agency got abolished and another exert a dynamic 

m 

force for social betterment? Human endeavour has always 
been in search of a breakthrough iinder the most adverse 
conditions* Despite the ccmplaints of many workers, 
accusations of wastes and inefficiencies and ups and downs 
in organisations, the managers manage to ccmbine the efforts 
of diverse individuals* Sane managers are more -effective 
than others, but comparatively few meet with disaster. 

Most managers settle for “reasonablyw good performance* 
However, a small minority has always been reluctant to 
settle around reasonable level of performance* Qiey 
have endeavoured to achieve excellence and i^owed how to 
apply their techniques to organisational management* ^ ^ > 

By very definition, excellence is for a few; the great 
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majority settles aroand reasonable performance* Apart 
from this, what was excellence earlier becomes subsequently 
an accepted standard* In sixties, Douglas Mcgregor* s 
Bieory *X* and •Y* of human behaviour was new, bca.d 
and unprovwi* Today, the aitire approach to organisation 
development revolves around basic principles enunciated 
by him* 

1*5 2ie work of Ttiomas J* Peters and Rctoert H* Waterman - 
”In search of Excellence s Lessens from America *s Best run 
Companies s invoked worldwide interest in the subject of 
management excellence and the book became the best seller 
of 1982-83, «Hie Winning Streak?* by Walter Gaflsmith and 
David Clutterbuck analysed the management practices of top 
companies of Britain, Prof, S*K* Bhattachaiya in his book 
»* Achieving Managerial Excellence; Insists from Indian 
ilrganisations** (1989) made an analytical study of managerial 
excellence in' six private companies, three public sector 
undertakings and one coopera tiveT Indian Institutes of 
Management made some studies on the subject in respect of 
selected companies in private sector. Several micro level 
studies were also made in private sector companies on 
aspects which have a bearing on managerial excellence* 

1,6 A number of studies have been made in respect of 
public sector enterprises in India *by the Bureau of Public 
Enterprises, Committees of Parliament on Public Undertaking S| 


Ins’yitations and professionals* Policy issues have "been 
a subject of enquiry "wilii three high powered Coamittees/ 
Commission in 80* s viz*, (i) the Expert Committee oi 
Public Enterprises (August 19 80 - April 1982) popularly 
known as Pazal Committee; (ii) the Economic Aciministraticai 
Eeforms Commissicn on Government and Public Enterprises 
headed by Sari L*KJha (1983), and (iii) the Comnittee 
to Review Policy for Public Enterprises headed by hr, Arjun 
sengupta (19^). Eeforms suggested by these committees/ 
cooMission have helped in more effective management of 
public enterpiises* 2ae Jha Ccmnission had suggested 
that in their day-to-day working the public enterprises 
should be free from interference by the Government, 2ae 
Aijin Sengupta Committee advocated reduction in the 
ministerial control on piablic enterprises, A system has 
recently been evolved to prepare a Memorandum of Under- 
standing between the Public Undertakings and the 
Government on expectation of management performance. By 
and large, tlie studies concerning public sectcxr enterprises 
relate to their status, overall performance and individual 
indicators, but no known study liad been made on 
integrated indicators contributing to organisational 
excerLence, In India, we have pockets botii of high and 
low perfoming enterprises in the public sector. Many corape-' 
tent manager s that set out to achieve under difficult cmdi tics 
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did achieve and create blue-ribbon companies, while others 
could not do that well due to various constraints* In the 
context of WOTking of public Enterprises, what makes an 
organisation to excel in performance as cca^ared to others 
needed to be scientifically enqp,ired*. She eaperiencoii of 
better methods of doing things leading to excellence needed 
to be investigated, identified and documented, 

1V7 This Study was planned to subserve this need and 
was titled as "Management excellence in Public Enterprise** • 

It was kept in 'mind that excellence was tiie result of various 
variables like national policy, proprietory technology, 
control on raw materials and market dominance. It was also 
assumed that apart from these external forces, the public 
sector enterprises were susceptible to diverse internal 
compulsLois* Despite these constraints, the managers have 
considerable freedom to lead and act for achieving excellence. 

Objectives 

1,8 The term *ManagQnent Excellence* for the purpose of 

this study is used to connote better methods of doing things, 

Ihis study was designed to indicate important ingredients 

which help in hi^ pOTformance, It has been conducted from 

managerial and organisational point of view to help in 

% 

seeking replies to the following* question ss 
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i) Hew are sane public sector undertaJdJigs able 
to derive extraordinary performance from a 
person of average calibre? 

ii) Why does one organisatican do extraordinarily 
well while another similar one cannot rise 
above medjtocrity? 

ill) What can be learnt from tiie management of 

highly achieving public sector organise ticxis? 

iv) To what extent the organisation specific 

cultoral attributes contribute to excellence 
in performance? 

v) Eotf far top leadership qualities in styles 
of management account for excellence in 
organisational performance^ 

1*9 An in-depth analysis of both high and low performing 
enterprises has been made so that certain attributes which 
tend to help in achieving excellence and absence of which 
mi^t lead to low performance, could be identified. The 
Study is expected tos 

i) hSTp in developing pdicy guidelines for 
management excellence in Public Enterprises; 

ii) assist in adopting effective manag^ent 

practices and installing efficioat ^sterns 
and procedures; 

iii) provide indication for orj^ni sing management 
improvement programmes for performance 
excellence: and 

iv) indicate areas for future research of 
practical significance,; - 
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Scc^e of Study 

1V10 To capture a fairly broad spectrum of manag^ent 
excellence, a cross secticsi of undertakings were selected 
from amaig the then 146 production enterprises* 23ie 
selected enterprises for in-deptii study were from both 
highly regarded and under-achiving companies* All enter- 
prises had tiieir strengths and weaknesses* My claim of 
excellence could not be without fault. The selection made 
by us was on the basis of certain cto;3ective criteria, no 
matter what prestige and esteem these commanded in public 
eyes. 

1v11 The scope of the Study was confined to identify 
management practices leading to excellence rather than 
making an assessment of their performance* Att^pt was 
made to identify what could be learnt from the performance 
of the selected enterprises. Hie Study was caiducted from 
management point of view to cover such important aspects 
as are responsible for high achievement and absence of 
which leads to low performance. The thrust of the S‘*^dy 
is to have a detached analytical look at management 
excellence for identifying the attributes contributing 
to hi^ performance.^ 
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Mechanics 

s 

1*12 She Study was conducted in five broad stages:- 

i) In the first stage, after a thorough literabire 
search and discussions with the academicians 
criteria were developed for selecting hi^ 
and lew perfoming enterprises^#; 

ii) As a second step, data for over a decade 
was collected and processed on selected 
criteria from the Public Enterprises Annual 
Survey Reports of the Bureau of Public 
Enterprises, and a few high and low 
performing enterprises were selected^ 

iii) In the third stage, the selected enterprises 

were approached to fxirnish background material 
on aspects like Corporate plan, Organisation 
Chart, Strengths and Wealoiesses Analysis, 
Action Was also simultaneou^y taken to 
prepare background papers on the performance 
of these undertakings for facilitating 
in-depth study on the basis of available 
information* 

iv) As a next step, experience and perception 
based information from Chief Executives and 
certain other categories of persons in 
selected undertakings was collected through 
Questionnaire on aspects which had a bearing 
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on the management perfcjrmance* In a<i<iitd.on, 
information on certain sgpecific aspects was 
also collected through a separate questLonnaire 
from ex-chief executives. 51ie questionswere 
so designed as might provoke the respondents 
to come up with incidents illustrative of 
some unique managerial dimension;* 

V) Oi tiie basis of analysis of information 
received from the respondents of the 
selected enterprises some management 
thoughts and practices relevant to 
management effectiveness were formulated 

Time Schedule 

1.13 completion of the S'^dy took much longer than 

the stip\ilated period of twelve months. It had to be 
suspended for lU- months for want of funds and delayed 
responses from concerned public enterprises for supply of 
required information. The Study Team wanted to have 
intensive in.^epth discussions with the executives on 
the findings of the Study but could not do so for want 
of time and funds. 
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The Study Team 

1 * 1 ^ The research staff comprised tlae following: 

Prof. Bam Prakash s Study Director 

Dr. B,L. Rawat : Consultant (Part-time) 

Sixri Madan Lai : Research Fellow 

Shri V.N. Srivastava ; Research Fellow 

(1*11.85 to 6.10.86) 

Shri S.P. Gupta : Research Associate 

(1,12.88 onwards) 



2> OVERVIEW m PUBLIC ENIEBPEISES 


2#1 A brief re same of genesis, grcwth and performance of 
public sector enterprises is necessary for proper appreciation 
of the study methodology and its outcoae'* 

Genesis 

2*2 Public enterprises were started for faster economic 
and social development and were visualized as inQJortant 
instruments of public policy for building a socialistic 
pattern of the society in India. Bae genesis of public 
undertakings is coitained in industrial policy statement 
of Government of India presented as a White Paper on 
April 21, 19^5» Bombay Plan by a group of industrialists 
and Congress Party Plan under Pandit Jawahar Lai Nehru 
at about the same time. Imperial power, industrialists 
and Pandit N^ru all thought alike that state capital 
would have to step in the areas which did not offer • 

sufficient attraction to private capitajL. Pandit^i called 
it ‘’Commanding Heists” and Imperial Government referred to 
it as “Balanced Growth*’, Ihe opera tiaial guidelines were 
^elt out after Independence in the Avadi Resolution on 
Socialistic Pattern of Society for India, Industrial policy 
Resolution 1911 - 8 , and Industries (Development and Regulation) 

Act 1951 , Aaendments and additicns were made in the Industrial 
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Policy Be soQ-uti on and in the IDB Act in 19^6, 1973, 1977, 
1990, and 198N-, hut rede and importance of public enterprises 
as an instrument of eccxiomic growth and progress were 
ne^er questioned*;* 

2*3 She public enterprises have a mixed bag of objectives, 
the emphasis of which also changes from time to time* The 
objectives range from profitability, import sub stituticsi 
and backward area developaent to setting example as 
model employers* Apart from profitability, the major 
objectives of public enterprises are toj 

i) help in the rapid economic growth and 

industrialisation of the country and create 
the necessary infrastructure for ecmomic 
development; 

ii) promote redistribution of income and wealth; 

iii) create employment opportunities; 

iv) promote balanced regional development; 

v) assist the development of small scale and 
ancillary industries; and 

Vi) promote import aibstituticai, save and earn 
foreign exchange for the eccaiomy*- 
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Grotftaa 

Chrer tiie last 35 years, a phenomenal growth took 
place in public sector enterprises, ^art from massive 
increase in state government undertakings, the public 
enterprises of Central Government have grown from a moderate 
investment of S.s.29 crores in 195b-5l to Rs.6l6o3 crores in 
1986-.87. Frcm only 5 enterprises as on 1J+-1951 theiv 
nujnber incregsed to 228 on 31v3--1987, employing more than 
22 laldi persons on a regular basis. In 1983-84' these 
numbered 201 with capital mployed to the tune of Rs.29,85l 
crores. An investment of Rs.30,000 crores ( ezciLuding the 
banking sector) is large by any standard. If it were cxie 
company and not 200 plus, it would perhaps rate higher 
than the international giants in the ‘Fortune* list of 
900. !Ihese undertakings have ccme to occupy a key position 
in national economy in several sectors, particularly 
in Energy, Basic and Non-ferrous Metals,- Fertilisers and 
GcmmunicatLon Equipment. Some of these undertakings are 
monopoly entities and many others are in ..oligopoly 
positiai. Almost all fuels, non-ferrours metals (excluding 
aluminium) , and a substantial ^are of the country* s 
production of basic industrial inputs, raw materials and 

sophisticated engineering products are produced in the 

♦ : : 

public sector. She public enterprises in India eobrace a 



wide ^ectarum of actiiritiGs including manufacturing, 
trading and senrices. It has a virtual monopoly in respect 
of oil, coal, eLeclalcily and railways* Except for Tata 
Iron & steel Co,, the entire integrated manufacturing of 
steel is in Uie public sector. In heavy machinery, heavy 
electricals, machine tools and basic electronics, it 
accounts for ma3or portion of the total production. 

Chemicals, fertilisers, drugs and pharmaceuticals, textiles 
and other consumer goods are also partly in its domain, 
and so is. the case with trading and service activities 
including exports, imports, food procurement and distribution, 
banking, insurance and hotels. 

2,'5 An idea of the magnitude of operation of these enter- 
prises can be formed fran available statistics by comparing 
their sales wilh those of corpcxcate enterprises in private 
sector. In 1982-83, the total sales of 193 central government 
enterprises was Rs.^1,989 crores as against the sales c£ 
about Rs,5b,000 crores of nearly 46,000 private corporate 
enterprises. The total turnover of the central public 
enterprises in 1986-87 amounted to Rs.69pl6 crores. About 
55 per cent., of the total investment in public sector is 
in ten enterprises. Not all public enterprises started 
as new vultures. Seme of them were successful private 
foreign enterarises which were nationalised. Others 


v©r© losing private companies tak«i over to protect eo^loyBient. 
For purpose of this Study no distinction of origin is made^ 

Performance 

2»6 Profitability is tiie most cccmion yardstick by which 
ihe performance of an enterprise is measured* To ©am adequate 
return oti investnent and thus generate resources for develop- 
ment is an important dbjectiw of public enterprises, but 
it is not Ihe only indicator for assessing how effectively 
the organisation has been managed, Ihe profile of return 
cn investment of the operating public undertakings for 
selected years over the period 197^75 to 1986-87 is given 
in Annexure I. The quantum of gross margin has progressively 
increased by about from Rs*864 crores in 197^-75 

to Rs,9,897 crores in 1986-87* Die gross profit over the 
same period also recorded an upward movement of nearly 
1167^ frcm Rs.559 crores to Rs*6521 crores* 

2y7 During 19^8^,116 enterprises made net profits 
before tax amounting to Rs*3j213 crores and in 1986-87 
108 enterprises earned Rs,^,802 crores* Ten enterprises 
(Annexures II (a) and (b)) contributed 76^ of the total 
pre-tax profit in 19^t~85 and 77^ i*^ 1985“86* It wiH be 
seen fraa Annexure II that a few «iterprises within the top 

W ' ■ , ■ ■■ 

tan account for major portion of the profit and their 


level of earnings can generate considerable resources for 
econcmic development. For instance, in 192^B5^.5 enter- 
prises viz., CNGG, IOC, CEL, BHEL and STC, employing a 
total capital of about Rs.6,327 crores, made profit before 
tax of Rs.2,121 crores, which gives a rate of return of 
33*5^* ^e remaining 202 undertakings employing a total 
capital of Rs.3D,063 crores, cumulatively among them made 
sub-zero profit. Had the said 202 enterprises earned a 
modest rate of return which is less than half of the 
leading 5, they could have given to the na tiers on the total 
capital employed, a return of Rs,^,939 crores in that year 
in additLcn to Hs,2,12l crores of the said big five, ihis 
would have meant a total contribution of Rs.6,630 crores 
to the national exchequer, that is 22 % of the plan 
expenditure (Rs.29,878 crores) in 198l+-85» 2he data 
of 1986-87 do not reveal a different picture, 

2,'8 Ninety two enterprises suffered a net after tax 
loss of Rs.1,09^ crores during the year 19^i--85, In I986-87 
101 enterprises incurred a loss of Hs,1707 crores, Bae 
53 to 55 percent of the total loss is accounted for by 
top ten enterprises as listed in Annexure III (a) and (b) , 

2,9 Since assessment of performance is not the dbyective 
of this Study, the contributions made by the public enter- 
prises in industrial producticn e’xport earning, generatim 
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of internal rescurcesj research and development, growtti of 
ancillary industries etc,, are not described, !I3ie operational 
results have been mentioned only to tiae extent necessary for 
appreciating the environment of work of public enterprises 
and methodology of this S^ddy, These undertakings have 
undoubtedly made significant contributLcn in achieving 
the cbjectives mentioned earlier in para 2 , 3 * But the 
general impress! is that the extent of contribution of 
the public enterprises, if judged from quantifiable aspects 
like capacity utilisation, productivity of labour, production 
vis-a-vis investment, value added, is by and large not 
to the achievable extent. In general ^ these enterprises 
are being operated with higii cost and low productivity. 

Some enterprises do better and some continue to be 
incorrigible losers. 
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Depr eciar 
tion (in elu- 
ding defe- 
rred revenue 
expenditure) 

305 

826 

2,205 

2,758 

2,983 

3,376 

Gross profit 
before inter- 
est and tax 

559 

1,229 

3,565 

4-, 628 

5,287 

6,521 

Interest 

24-7 

1,004- 

2,086' 

2,529 

3,115 

3,4-20 

Net profit 
before tax 

312 

225 

1,4-79 

2,099 

2,172 

3,101 

net profit 
af cer tax 

183 

(-)7^ 

240 

909 

1,172 

1,771 


Internal 

resources 

generated 

(gross) 


580 1,030 


3,695 ^,251 


5,068 


6,014- 




1974-75 1979-80 

1983-84 

1984-85 

1985-86 

1986-87 


1 

2 

3 

4 

5 

6 

Percentage 
of gross 
margin to 
capital 
employed 

13.0 

12.7 

19.3 

20.3 

19.2 

19.1 

Percentage 
of gross 
profit to 
capital 
eiiployed 

8.4 

7.6 

11.9 

12.7 

12.3 

12.6 


Source: (i) Public ii:]terprises Surveys - i'jrnual 

Report*: Bureau of Public Enterprises, 
Ministry of Industry*. 

(ii) Economic airvey 1988-89- Govern a ent cf 
Indi a. 


innexure - li (a) 

TOP TEI'I PROPIT MAKING oRPRISRS (1984-85) 


S3.. Name of enterprise 

No. 

Pre-tax 
profit 
(Rs . in 
crores) 

Percentage to 
total- pre-tax 
profit* earned 
by profit 

making enterprises 

1. Oil & Natural Gas 

Ccaimission 

1627.4-1 

- 

50.65 

2. Indian Oil Corporation 

Ltd. 

162.35 

5.05 

3» Oil India Ltd. 

4-. Bhars.t Heavy Electricals 

Ltd. 

159.93 

113.69 

4.98 

3.54- 

5« National Tneroial Pov^er 
Corporation Ltd. 

87.5^ 

2.72 

1 

6. Indian Petrochemicals 
Corporation Ltd. 

61.02 

1.90 I 

s 

7. State Trading Coipn. of 

India Ltd. 

57.73 

1.80 

8, Neyveli Lignite Coii^n.Ltd. 

57.69 

1.80 

9. Indian Airlines 

53.34- 

1 .66 

10. '33ie Mineral & Metals 

Trading Corporation 
of India Ltd. 

52.39 

1.63 

Total 

24 - 33.09 

75.73 

% 

Total profit earned by profit 
m all i n g en t er p rises 

3213.01 

100.00 


Source; Public Enterprises Survey- Annual Report; Bureau of 
Public Enterprises, Ministry of Industry, New Delhi, 
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^nexure ~ II (b) 

TOP 'im PROIIT MiiKIHG ^JTjSRPIil S^ilS ( 1986-8? ) 


SI. No. Naiie of enterprise 

Pre-tax 
pfofit 
(Rs. in 
crores) 

- . h 

Percentage to 1 

total pre-tax [ 

profit earned 
by profit 

making enter- i 

crises 

1 • Oil & Natural Gas 

Coannission 

210i+.96 

4-3.82 

2« Indian Oil Corporation Ltd. 

671.22 

13.97 ■ 

3* National 'Jhermal ?ov;er 
Corporation Ltd. 

211 .86 

4-. 4-1 

4-. Bharat Heavy Electricals 

Ltd. 

153*00 

3.18 

MaJianagar Telephone Nig am 

Ltd. 

136.52 

2.84- 

6. Videsh Sanchar Nigan Ltd. 

122.81 

2.56 ■ 

7. Oil India Ltd. 

85c13 

1.77 

8. Indian Petrcc}ianic,al s 

Corpn. Ltd. 

77.70 

1.62 

9. Bharat Petroleum Corpn. Ltd. 

68.53 

1.4-3 

10. Neyveli lignite Corpn. Ltd. 

67 .80 

1 . 4i 

Total 

3699.53 

77.01 

m 

1 

Total profit earned by profit 
mailing* enterprises 

MSO 3.72 

100.00 


Source: Public iliterprises Survey- jiinnual Hqjort: Bureau of 

Public Saterp rises, Ministry of Industry, New Delhi. 


m 
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Annexure - ill (a) 

TOP TEM LOSS MAKING MTSiP' iT 3ES ( 1984-85 ) 


SL • H 8jn © of ©n t ©rp r x s 6 
No. 


Amount of 
loss 
(Rs . in 
crores) 


Percentage to 
total loss of 
loss making 
enterpri ses 


1. Deilii Transport Corporation 

2. E:iarat Coking Coa}. Ltd. 

3. Indian Iron & steel Co. Ltd. 

4-. Hindustan Fertiliser 
Ctorpn. Ltd. 

5. Heavy jligineering Comn. 

Ltd. 

6 . The Fertiliser Coih)n. of 
India Ltd. 

7 • National Jute Manufacturers 
Corp.n . ltd. 

8 , NTC (V/est -angal, A.ssam.Eihar 
& Orissa )Ltd. 

9* India,n Drags & Pharmaceuti- 
cals Ltd. 

10 . N, T.G. (Maharashtra North)Ltcl. 


140.79 
90.12 
81 .60 

72.22 

53.92 

44.54- 

32.96 

26.25 

23.74 


12.87 

8.24 

7.40 


6 ,60 


4.93 


4. 07 
h*Cl 


3.01 


2.4c 

2.17 


Total 599.07 


54.76 


Total I! OSS incurred by loss 

mai-'ing enr er.rlses 1094,01 100.00 


Source: 


Public Ihtorprises Survey- Annu , si. Report; 

Bureau of Public Enterprises, Ministry of Inuustry. 
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Annexure ~ III (b) 

TOP TM LOSS MAKING SiNfSap RISES ('1986-8?) 


SL 

No 

. Name of enterprise 

• 

Anount of 
loss (Rs. 

Percentage to 
total loss of 

1 

I 



in crores) 

loss making 
enterprises 

il- 

1 . 

Delhi Iran sport Corpora- 
tion ■ 

164.00 

9.60 

i? 

2. 

Eastern Coalfields Ltd. 

142.19 

8.32 

1 

p 

3. 

The Eertiiiser Corporation 
of India Ltd. 

102.53 

6.00 

1 


Bnarat Coking Coal Ltd. 

87 .71 

5.13 

i 

1 

5. 

Hindustan Fertiliser 

Corp.n. Ltd. 

86.22 

5.05 


6. 

The Indian Iron & Steel 

Co. Ltd. 

So . 1 4 

4.69 


7. 

Central Coalfields Ltd. 

68 .66 

4.02 

m 

8. 

Heavy Engineering Coron. 

Ltd- 

67.73 

3.97 


9. 

Inciian Drugs & Pharmaceuti- 
cals Ltd. 

51.38 

3.01 


10. 

Hindustan Paper Gorpn.Ltd. 

49.58 

2.90 



To tal 

900.14 

52.69 

m 

i?C 0 

al loss incurred by loss 




maK 

ing eriterprises 

1708.38 

100.00 

I 


Source: Public Enterprises Survey- Arjnual Report; ' 

Bureau of Public Enterprises, Ministry of Industry. 


3* SSLSCTION MEHIODOLCGy 


Procedure 


3»1 Id-scussions were held vath several academics and 
practitioners on objective criteria for selection of 
undertakings for in-depth study to capture a fairly 
droad spectrum of management practices j, eading to high 
performance. There v/as an unanimity of opinion tiiat 
the criteria of se3.ection must reflect long-term 
performance on major objectives of the public enterprises* 
Investigations shov/ed that no knov/n single yardstick 
could adequately reflect their performance on aj,l the 
objectives, as such, multiple critex'ia v/sre needed if 
selection had to oe made objectively, irre.spective of 
the prestige and esteaii coar.-ianded by any undertal-iing in 
■Grovernuent eyes. Tnis called for a. scientific metnod to 
rank all the l46 GentrrH Gov .:maient production enterprises 
on the basis of their performance over at least ten years 
(1974-34-) against the accepted mul tipi e cri teria for choice 
of a fev; enterprises both from top (high performing) and 
bottom (lov/ p erforming) and representing all Imiustry 
Groups as fad* as possible. Inis required first finding 
a representative figure of perforaudice over ten years 
on the basis of individual criteri^;n, and then aJ'Tange 
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ese undertakings in descending order to determine their 
number. After obtaining ranks on the basis of each 
of the criteria, a composite rank for all the enterprises 
ccmputed. The above procedure appeared simple 
but Its actual operation was flil3 of difficulties. 


Selection Criteria 


2 


The Public Enterprises aarvey - Annu^ Heports of 


the Bureau of Public Enterprise 
required data for the purpose. 


s Vi^ere the main source of 
Keeping in view the ready 


avail abil ity of 
above mentioned 


basic data in these r^orts and other 
considerations, seven measures of long- 


term superioritj’- were oho sen. 
belov;j- 


xaese indices are described. 


i) Average return before interest and tax 
(SBIT) on capital ‘anployed; 

ii) Average return before interest and tax 
(EBIT) on sales;' — ' 

iii) Average of net profit (eaT) to net worth; 

iv) Average turnover of capital (sa3.es divided by 
Capital employed); 

v) Average annual grov/th rate of net worth; 

Average annual compound growth in inteivial 
resources (estimated with **least squares** 

* 33ie glossary of teims u^ed in the above indices 
are given as Annexure I to the Qiapter. 
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method that gives a regression coefficifjit 
indicative of rate of growth); 

■''ii) Average net Value added to total gross assets, 

3.3 Slrst three of the above selected indices relate to 
profi tab ility refH ec ting ( 1 ) overall performance; ( 2 ) 
functional efficiency; and ( 3 ) ov/nership effectiveness* Tne 
fourth is the indicator of productivity of capital, fiie 
fifth is the measure of growth of the company. The sixth 
reflects growth in captive funds as contribution to 
government resources. Tne last one is the contribution of 
the enterprise to national income. 

3«^ After explaining the objectives, purpose and criteria 
for selection of en terprj ses for in-depth study, Cnief 
ihcecutives of 212 Central Govornment enterprises and 221 
professionals and academics of various institutes of repute 
were approached to give suggestions for bettermei t of tiie 
study and to indicate_d.f some simil ax study had earlier been 
conducted, Hie replies received revealed that no siriilar 
Study had earlier been conducted, /ppreciating the need for 
such a Study, they, however, gave suggestions on certain 
ejects worthy of investigation. 

Computation and Analysis of Data 

3«5 At the time of ccxnputation of data from the BPS Annual 
survey R^orts it was found that soiiie of the undertakings had * 




only a few years of inin and a few were taken over by the 
Government only recently. Such undertakings numbered 45 
and were dropped from the list of enterprises out of 
whibh selection was to be made for in-depth study. Bms, 
the effective list for selection related to 101 production 
enterprises. The data for 1974-84 from the BPE Jlnnual 
R^orts were also processed on all the above mentioned 
seven measures for all the 212 Central 'lovernment running 
enteDTprises to see the re3 ative position of the undertakings 
to be selected for in-d^th study. The information on net 
worth, Value added, net sales, and internal resources were 
not readily available on comparative basis in soibb of the 
Annual Reports and these were calculated froa the 
available data in the Reports, impropriate statisti Cal 
techniques were used to arrive at a single value 
representative of ten years data. Computer programme 
was developed to arran ge t he undertal^ings in descending 
order first on individual measure and then on composite 
indices basis after calculating aritimie tic averages for 
measures (l), (2), and (4); average annual grovfth rate for 
(5); and ccMipound growth rate for (6) over ten years. Hie 
ccraputati on of figures on measure (3) showed four different 
variations i.e. (i) +EAT/+1W; (ii) - EAT/+HW; (iii) +EAT/-RW 


and (iv) - lAiy-KW, To arrive at an average value, 
tabulation was made in four different columns and above 
mentioned sequence of perfonaance was followed for ranking 
of entei;prises on this measure . After ranking the 
enterprises under each of the seven measures on the basis 
of single rqDresentative value, the undertaking obtaining 
highest relative value under the concerned measure v/as 
ranked number one and the one getting lowest value was 
ranked last, ‘Jhe descending order of the values scored by 
each entei^jrise under eacix measure determined the ranks in 
ascending order, Tnereafter, composite ranking of eac'n of 
the operating enterprises v/as determined by adding different 
ranks scored by the enter;jrises under different indices. An 
illustrative computer output on ranking is given as 
Appendix - 1, 

Testing the Methodology 

3*6 On the basis of above methodology, a test analysis of 
five randomly selected public sector enterprises viz,, 
heyveli Lignite Corporation Ltd, Indian Drugs and 
Phaittiaceuticals Ltd, Indian Tel.ephone Industries Ltd, Bharat 
Heavy SLectricals Ltd., and Fertilisers & Chemicals 
t'Travancore) Ltd, was undertaken before finalising the 


ccsnputer prograjane. Ihe test case analysis revealed 
different rankings under different measures. Ihis showed 
usefulness of exanining the health of organis ations frcm 
different an^es for the purpose of selecting the 
enterprises for the in-dqpth study. It confirmed the 
h3pothesis that the organisation diagnosis has been 
likened to looking into a room through kesfeoles, each 
kejiiole presenting a different perspective of what is 
going on inside the room. Ine methodology and results of 
test analysis were discussed with several acadesniciansj 
practitioners and officers of the BPE. 

Additional Considerations in Selection 

3*7 Keying in view the available time and resources 
for the Study it was decided to select about 30 from among 
both high and low performing enterprises. Vfliile selecting 
the enterprises for indepth study, it was decided that 
the selection should also be subjected to the follovang 
additional tests:- 

i) the selected enterprises should be in top half 
of at least four out of the seven measures; 

ii) if some Industry Group was over r^resented with 
ranking method, a few of the enterprises might 
be eliminated on the basis of their relative 
■ perfoimance, judged fr&n other quantifiable 


iii) 


a^ects like edacity utilisation; 

if scxne Industry Group does not happen to be 
r^resented among the selected enterprises, 
then on the basis of overall rank position and 
other quantifiable ejects, a few additional 
ones from sudi groups might be selected as a 
separate category. 

3.8 On the basis of ^ove criteria and methodology, a 
list of 18 high performing and 10 low performing enterprises 
was tentatively prepared for in-depth study. It was 
observed that the percentages of the sales and of the gross 
assets of these enterprises, to the total sales and total 
gross assets of iMS prediction enterprises ifere only 19.9 
and 20. »+ respectively. The four uublic sector enterprises 
viz. Oil & Natural Gas Commission, Indian Oil Corporation 
Ltd, Steel Authority of India Ltd, and National Thermal 
Power Corporation Ltd,(v4iich did not get included in the 
list of 28 enterprises) accounted for 49.06^' of sales and 
4-3,88^^ of gross assets of all the l46 enterprises. In 
consultation v/itli the Bureau of Public Enterprises, it was 
decided to include these 4- enterprises ^so in the list of 
selected enterprises for in-depth study. To represent all 
the Industry Groups of the BPS classification it was also 
considered necessary to make some further changes in the 
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list of seaected enterprises on the basis of considerations 
like product market share, innovation, indigenisation and 
turn-around stage of growth of the undertaking. 

Enterprises Selected for the Study 

3*9 Ihe above process of selection helped in identifying 
31 undertakings- 19 high and 12 low performing ones. Bie 
high performers included 2 tiirn- around companies. The 
number of enterprises selected for in-depth study alongwith 
the total number in each Industry Group is given in the 
Table., which follows: 
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Diiimber of Enterprises Selected for In-depth Staidy 


Industry- 

Group 


Total 
No. of 


No. of Undertakings 
Selected for In-depth 



Enterprises 
on 31.3.84 

High Perfor- 
ming 

Low Perfor- 
ming 

Steel 

6 

X 

2 

Min er al s & Metal s 

13 

2 

2 

Goal 

5 

1 

X 

Pov/er 

2 

1 

X 

Petroleum 

12 

4 

' Si:' 

1 

Chemical s, 
Fertilisers & 
Pharmaceutical s 

25 

2 

1 

Heavy Sngineerlng 

14 

1 

1 

Medium & Ligjit 
Engineering 

20 

3 

2 

Tr an sp or taticn 
Equipment 

12 

2 

2 

: ; 

Consumer 

Goods 

14 

1 

1 

Agro Based 

Produ cts 

10 

1 

X 

Tex til es 

13 

1 

■X 

Total 

^^6 

19 

12 
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3*10 Bie lists of hl^ and low performing enterprises 
initially selected for in-d^th Study are given in 
innexures - II and m re^ actively* The selected 
undertakings were approached to fumi^ badcground 
material on Corporate Plan, Organisation CSiaTt, SWOT 
(Strength, Weakness, Opportunity and Threat) jsnalysis and 
other information subsequently in the form of ^questionnaire 
Despite a number of fol3ow-up letters over two years by 
the IIP A and BPE, the information a^ed for was not 
received from all the selected undertakings. Four of the 
undertakings expressed difficulties to participate in the 
Study. .After examining the quality of information 
received and degree of its completeness, it v/as decided to 
confine the in-depth study to undertakings - 9 high and 
5 low performing. The list of the 1^ selected undertsicings 
is given in Annexure IV, and brief write-ups about these 
are given in ^pendices II to X7 for necessary reference 
about the back'gf^nd of these undertakings in relation to 
their past and present business activities. 


3,11 (Xit of the 1 if public enterprises finally selected 
for the Study, two namaLy - Indian Iron & Steel Co. Ltd 
disco) and Hindustan Slip yard Ltd., are take-over 

♦ 






°/ P 


1 - 'Tn-'t'iM'!''-’ AH f Oat 

Icdrapra&tlia Lstate JSew Dtiiii'f 


3 ^ 

Canp antes; one viz. National Textile Corporation (Tamil 
Nadu & Pondicherry) Ltd comprises of sick private 
enterprises taken over by the Government after 
nationalisation; and theranalning 11 were set up by the 
Government. At the time of final selection of the 
undertakings for the Study it v/as ensured that the 
information required frau the Criief xicecutive on behalf of 
the organisation must be available because as a head of 
the organisation he exerts an enormous influence on the 
managerial performance. It is believed that an organisation 
is a long shadow of its Cnief Executive. 


jynnesaire - I 


GLOSSARY OF TEffi4S USED IK INDICES 

1. EBIT 

Represents the excess of income over expenditure 
after providing for dq^reciation and ciiarges 
pertaining to previous years but before providing 
for interest on loans, taxes and appropriations to 
reserves. 

ii. Capital Enployed 

Represents gross block less accumulated depreciation 
thereon plus working capital. 

iii. Sales 

Sales less returns, selling coiruiiission, discount and 
rebates allowed on sales. Excise Duty and Sales fax 
also stand excluded. 

iv. eat 

Represents the excess of income over expenditure after 
providing for depreciation, j;harges pertaining to 
previous years, interest on loans and taxes. 
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v* Net Worth 

Represents paid-up capital plus free reserves less 
accumulated losses (deficit) and deferred revenue 
expenditure remaining un amortised* 

vi. Internal Resources 

R^resent depreciation provision plus deferred revenue 
expenditure (written off) plus retained profits* 

vii* Valu« Added 

Represents value of production less cost of direct 
materials consumed* Cost of power, coal and oil ussd 
as fuel have been regcirded as direct material for 
this purpose. 

viii. Gross Assets 

Rep^resent original cost of procuring and erecting the 
fixed assets as spearing in the annual accounts of 
enteri^rises at the end of the acc-ounting year and 
tahes into account additions thereto and deductions 
therefrom hy v;ay of sales and transfers. 


Apnexure - II 


^5® pHODucricK srrsRPxRisE 

SELECIiiD FOR IN-D^‘IE SHTDX 


. , Tiirn 
01^0 


I* Minerals & Metal s 


1. Indian Rare Earths Ltd. 

2. Neyveii Lignite Corporation Ltd. 

11 • Co al 


3. Central CoaJ. fields Ltd. 

III. Power 

National Therraal Pov;er Co r.^ oration Ltd, 
IV, Petroleum 

5* Bharat Petroleum Corporation Ltd. 

6. Indian Oil Corporation Ltd, 

7. Oil India Ltd. 

8. Oil & natural Gas Commission 

Oietnicals, Fertilisers & Pharinaceutical s 

9. Hindustan Insecticides Ltd. 

10. Rashtriya Chemicals & Fertilisers Ltd. 
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VI. Heavy Biglneerlng 

11. Bharat Heavy Hlectricals Ltd, 

VII. Medlxtn & Light Bigineerlng 

12. Bharat Electronics Ltd, 

13* Ltd, 

14« Indian Telexjhone Industries Ltd. 

VIII. Transportation Equipment 

15. Bharat Earth Movers Ltd, 

16. Mazagon Dock Ltd. 

IX, Consumer Goods 

17. Hindustan Photofilms Mfg. Co. Ltd, 
X, Agro Based Industries 

18. AndsTian & Nicobar Islands Fore 
Plantation Development Corijora 

XI, Textiles 

19. National Textile Corporation 
(Tgflnil Nadu & Pondicherry) Ltd. 




CO -1-5 


Minemre - HI 


LOW PSRF0HI4ING PRODUCTION 
IN- DEPTH STUDY 


SIfTHaPRISES SELECTED FOR 


I • Siiee|] l 

1. Indian Iron & Steel Company Ltd. 

2, Steel Aithority of India Ltd. 

Mi nerals & Metal a 

3* Hindustan Copper Ltd. 

4. Kudremuiih Iron Ore Co. Ltd, 

III* Petroleum 

5 * Bongaigaon Refinery & Petro- chemical s Ltd. 
I Ghesiic^ils. Fertilisers & Phar.naceuti p.a l .q 

6, Hindustan Fertiliser Corporation Ltd. 

V, Heavy Lhgineering 

7. Heavy iligineering Corporation Ltd. 

VI, Medium & Light Engineerhag 

8. Bhanat Dynamics Ltd. 

9, Central ELectrcmics Ltd. 


1 . 
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ko 


• I rayisportation Etauipme^ t. 

10. Central Inland V/ater Transport Oorporati.'n Ltd, 
11 o Hindustan Shipyard Ltd. 

VIII • Consumer Goods 

12. Bharat (^hthalraic =llass Ltd, 


1 

’*1 


iimaacure - I7 


LIST OF UlfDERTiiKIHGS FIKJiLLI SELECTED FOR IK-DEPTH STUDY 
High Perfonaing 

1* Indian Rare Earths Ltd., Bombay (IRE) 

2. Central Coalfields Ltd., Rapchi (CGL) 

3* National Themal Power Gorj) oration Ltd., New Delhii^TPG) 

4-. Indian Oil Corporation Ltd., New Delixi (IOC) 

5« Oil & Natural Gas Commission, Dehradun (ONGG) 

6. Rashtriya Chemicals & Fertilisers Ltd., Bombay (RGF) 

7« Bharat Heavy SLectricals Ltd., New Delhi (BHEL) 

So Hindustan Photofilms Mfg. Co. Ltd.,Ooty (HPF) 

9* National Textile Corporation (Tamil Nadu & Pondicherry)' 
Ltd., Coimbatore (KTC-Tl^ & P) 

Low Perfoiming 

1. Indign iron & Steel Company Ltd., Eumpur (IISCO) 

2. Steel Authority of India Ltd., New Delhi (3.AII) , 

3* Kudranulch Iron Ore Co. Ltd., Bangalore (EICC) 

4-0 Bongaigaon Refinery & Petrochanical. s Ltd., P.C, 
Dhaligaon (Assssn) (BRPL) 

5. Hindustan Shipyard Ltd., 7isakh^atnsn (HSL) 


Note: Parentheses refer to the abbreviations used for 
the ait erp rises in the report. 


4^.' VABIABLES (M MANAGEMENT EXCELLH'ICE 


Framefwork fctr Analjl^sls 

4fii Die atffiOarpJiere in lai^ perfconaing organisations 
Tlrtaially craclsles wltii energy, enthnslaam and adhlevemwt 
attitude leading to excellence* in aach an atmosphere, 
for the IndlTldsials their work becomes Its own reward* 

It is difficult to legislate the conditions of excellence 
due to multiplicity of variables that influence an organi- 
sation's ability to achieve higher performance , These 
variables pertain tos (i) oganisational physics, and 
(ii) managerial pharmaceuticals* Sane of the important 
factors relating to (i) are profitability trend, adequacy 
of finances, location, technology, employer-^plcyee 
relationships, government regulations, environmental ^sterns 
etc* . These restraining forces are bound to be around us 
in any way whether the management asks for or not. In 
(ii) arethe various driving forces on the part of the 
management like leader style, managerial syst^s, 
corporate strategy, staff* It is the' constant endeavour 
of the management to maintain balance between the aim of 
restraining f ca*ces and that of driving forces. 

V.2 The driving forces are many, varied, dynamic and 
ccoplex. These have been meaningfully presented in the 
diagnostic model developed , by McElnsey and Company 
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(1981) for analysing an organ! sa ti ai • s need fca* change, 
and adapted hy Peters and Waterman (1982), It is pc^hlarly 
knwn as 7-S framework canprising of ^ared values, strategy, 
structure, systems, style, skills, and staff, This model 
has been found very useful in guiding and inter-relating 
the data collected for recent research studies on management 
excellaice. It has neitJier a starting gate nor any implied 
hierarchy. Che of tliese seven variables or any combination 
of these might be the driving force for good or bad in an 
organisation. Progress with one variable requires attention 
to all other six as well. Hie division among tlie seven 
variables might sometimes appear to be arbitrary due to 
their inter-connectedness. It, however, has the merit of 
acknowled^^^ die sheer conplexity to be identified. The 
mission of organisation colours each variable, and the 
prevailing environment casts sunlight and ^adow with 
fickle consistency. All die variables are oibject to the , 
macro and micro environments including economic, political, 
sociological and psychological influences by which the 
organisations may be affected. The variables also reflect 
the current stages of growth of die people and groups 
within the organisations, 

^,3 In the context of working of public enterprises 
and keeping in view the 7-S model, it was thought that 
the purpose of this Study could be well served by analysing 
the managerial practices under six variables viz. strategy- 


and plans, management stjle, corporate culture, organisational 
structure, staff and skills, and systems and procedures. 

Strategy and Plans 

The public enterprises, like all business organisations, 
are expected to have set of clearly defined objectives and 
properly p reared long-term and short-term strategies and 
plans. A public enterprise is created by the Government for 
meeting certain socio-economic needs which are spelt out in 
the objectives of the enterprise, Tnese aXQ then 
operationalised into specific targets, and thereafter the 
means are mobilised for attaining the same. Many a time, the 
overall statenent of objectives lacks clarity in terms of 
scope of business and possible direction of evolution and 
growth. 

4-.5 For achieving the objectives, decision guidelines in 
the form of strategies are required at different levels and 
functional areas for profitable and orderly growth. Strategies 
are the art of devising and employing plans that respond to 
and counter-balance changes in the internal and external 
environment. Objectives and strategies describe the 
concept and philosophy of business of an undertaking, a 
detailed account of activities required to be undertaken 
for achieving the objectives and targets with approved 
strategies are given in the Gor|?orate Plan* The realistic 
and scientifically laid down objectives, strategies and ^ 
plans are of great assistance for excellence in managerial ^ 
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perfonaapce in the public sector organisations, but their 
mere existence does not ensure exedllence. To operation dLise 
the plans, annual, quarterly and monthly fin anci^ budgets 
are required. In fact, budgets are quantified plans. The two 
important forms of budgeting systems are Perfoimance 
Budgeting and Zero Base Hidgeting. These two focus on linking 
up of expenditure with objectives, and dropping redundant and 
unproductive expenditures. Thus, analysis of strategies and 
plans is very important for the assessment of management 
performance. 

4.6 The overall objectives of the public enterprises are 
^ecified by the Government, Trie micro-level situation 
specific objectives and strategies within the franewoik of the 
broad Government Cnarter, the plans and budgets are formulated 
by t he maPags'flsnt of i;he enterprise. The excelD.ence of 
performance depends on how effectively these are framed. It 
would be meaningful to ascertain as to how high and low 
performing enterprises formulate, make known, review and 
modify their operational multiple objectives and strategies. 

It is ^so useful to see how Government policies and their 
directives affect corporate strategies and plans. 

Management Stjle 

4-.7 Stjde is a perceived pattern of action and is a 
reflection of managerial leadership. It is the dress ct ' 
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managerial thinking and philosophy. It plays an important 
role for creating an environment ccnducive to superior 
performance and organisation effectiveness. 2he style of 
managers j and in particular of the Chief Executives, sets 
tone of the organisation and determines the pace of business 
and the trends of its activities. It has its inherent g^ynbte 
and risk factor. 

4.8 Personal qualities of the chief executive form an 
integral part of his management style and as such influence 
the organisation environment. If the chief executive 
respects human dignity, understands their problems, sorts 
out grievances, resolves conflicts and creates a harmonious 
environment, the managers in the organisation enjoy favourable 
work environment and strive to perform better and beccme 
more effective. If the manager knows tliat his chief executive 
is willing to take the risk and has the required competence, 
knowledge and leadership qualities, he will have the psycho-’ 
logical strength to face any crisis situation. On the other 
hand, the manager would be timid and in-different in case 
the chief executive creates a climate of overcaution. 

In organisations where caution borders cn all round 
fear of procedure, mistakes, loss and^puni^ment, individual 
dynamian, initiative and drive would be lacking. 

4-,^ m practice, executives .di*splay varying styles of 
management and leader ^ip. Some are autocratic who manage 



by coercion and show of authority. Others are “free for aH 
leaders • Biey^, in fact, preside over teams of and do 
not realty lead tiiem. Some others are “people oriented'* 
leaders who show dominant concern for people and often maoage 
by gratitude. Biere are still others who are “result-oriented 
leaders, 3hey create conditicxis to integrate the 
of the organisation with those of tiie employees, and manage 
by objectives, 

^'.lO For half a century, management leader ^lip research 
has been devoted to studying the effects of democratic and 
autocratic approaches. Much investigative time has also 
goie into assessing the effectiveness of “tasl^* and “relation'* 
oriented leader diip styles. Ihe application of Blake and 
Moutens managerial grid gave a new perspective to the dynamics 
of leadership effectiveness. Increasing attention has been 
paid to the managers* ability to promote diange in individuals 
groups and organisations. Ihe need to promote change and 
deal with resistance to it has, in feim, put an emphasis on 
democratic, participative, relation-oriented and considerate 
leader^iip. Lately, management thinkers have found that 
“transactional** leader^ip brings about marginal improvement 
in quality performance and in reducing resistance to decision 
implementation. Ohe higher order of improvement calls for 
“transformational** leader^ip. |he “transactional” leader 
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has exchsaige re0.ationship betweesi superior and subordinate, 
and inspires a reasonable degree of involvement, loyalty, 
commitment and performance whereas the *’tr^sforniation^ ” 
leader has charismatic quality to realign cultural system 
and institutionalise the upward shifts in the levels of 
performance. 

4-. 11 There are certain basic characteristics by which the 
management styles could be judged. These are emphasis 
towards (a) 'task’ -ability to get a job done, (b)'men'- 
being interested basical y in people, (c) 'discipline^ being 
bothered to enforce rules, codes of conduct and procedures, 
and (d)' result' - ability to aciiieve corporate objectives. 

In reality, there is not one set pattern of manag^ent style 
for a given organisation and envlronm^it. ispproprlate 
mahagenent style needs to be evolved in such a way that it 
leads to excellence in performance of the enterprise on a 
long-term basis. In handling style as a variable in the 
organisation^ effectiveness, it is important to see how 
it is received by managerial and n on-man age rigl employees 
and concerned outsiders. .It will also be useful to ascertain 
as to how the tenure of appointment of the cnief executive 
and his ability to move • around influence managerial 
performance. 

Corporate Culture 

, ' 

4^*12 Culture is generally understood to be the total 
pattern of hwan behaviour reflected in thought, ^ each and 
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and action of the people at work. It is recognised 
aspirations and goes beyond the formal statement of 
organisation objectives* It is the feel of an organi- 
sation as perceived by its members and determines their 
roles, attitudes and relation^ips. Every organisation 
has a culture which is eapressed through a ^ared philosojhy 
as credo like ’’spirit of oneness ”, *quality excellence” j 
«costQiier service”, whigh risk*’, «few risk?*, “make it work?', 
•’quick feedback?’. ■ Sometimes, it is fragmented and difficult 
to read frcm outside. At other times, it is very strong 
and cohesive, VIhether weak or strong, culture has a 
powerful influence on the failure or success of the business. 
Ohe organisation culture homogenises the individual values, 
binds people together, and gives meaning and purpose to 
their day-to-day lives, Biere are no magic formulae for 
creating suitable corporate culture. It is built over jpears 
through trial and error* 2hough useful in itself, yet 

rti 

it is not necessarily logically derived. It cannot undergo 
a dramatic change every time a new chief executive takes 
over. Every chief executive passes on valuable traits 
to succeeding generation. Strong corporate culture like 
strong family culture comes from within and it is built 
by individual leaders through education, expert care and 
training, Ihe change in culture primarily rests with 
those who can exercise influence in the organisation 
and the manner in which they exert it. 


^•13 Culture is identified in various ways, through study 
of physical setting, references on OT-ganisatLon ail tore 
in annual reports and press releases, manner of greeting 
strangers, emplqyees* views on questions like why the 
canpany is successful, what ezplains its growth, how 
things get done. Absence of healthy culture is seen when 
•heroes* are dubbed as disruptive or destructive, when 
organisational gives little emphasis to output, when no 
value concept application is seen in dealing with internal 
personal conflicts, and power and authority issues, when 

employees feel that they are only a collection of individuals 
rather than members of a team. 

^.1^ Research has shown that shared values are clearly 
evident in high performing organisations in providing 
outstanding products and services oo the custcmers, bestowing i 
exemplary benefits to the employees, dominating over ccmpe- 
titors, e:^loiting ideas, inventions and innovations. For 
instances, the Japanese are known to have unique culture 
in their business organisations. Workers* participation 
in setting standards, quality circles and tremendous family 
like loyalty have created the strong Japanese corporate 
culture that has to their corporations dominant 

economic positions in the world* 
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^•i5 Managing ciiltare requires extreme care* Die shaping 
of culture is the prime management role. Die three most 
fundamental elements of corporate culture are; commitment 
to common ctoj active s, competence to deliver sRiperior 
performance and consistency in developing leader ^ip at an 
levels* Corporate culture cannot be imposed through rigid 
techniques and routinised work procedures. A group of new 
skills are required in the organisation to develop appropriate 
culture to respond to change and achieve desired reailts* 

4-,l6 Dae corporate culture is not an isolated independent 
phenanencxi. It acts and inter-acts with other parameters 
such as strategy and plans, management style, organisational 
structure, staff and skills, and systems and procedures* 

For organisation effectiveness it is essential to provide 
appropriate corporate culture matching widi all other 
parameters. Any mismatch can adversely affect the 
organisation’s performance, Diere is a continuing managerial 
challenge in creating that balance, 

if*17 in tile context of the public enterprises witli very 
frequent changes in the tenure of chief executives, it will 
be interesting to see how the development of coiporate 
culture is affected by changes of chief executives and 

their styles of working and other outside social influences* 

• ■ ■■ ■ ■■ ■ ■■■ %' 

It is also important to understand the process of change and 
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Investigate hew the attributes of corporate culture are 
derived, arta.culated and conaaunicated so that all the human 
elements see themselves mirrored in the organisation 
performance, 

Organisational Structure 

^•18 (i'ganisation structure depict* division of work among 
the functionaries for harmonious working to achieve enterprise 
objectives. It divides functions, creates pattern of 
horizoital, vertical and lateral authority - responsibility 
relationships, provides a means of coordination and defines 
accountability. The functional lines are simplistically 
represented on an organisation chart, it is a method and 
a mechanian to manage an enterprise effectively. In 
management of eccncmic activitLes, there is universal 
acceptance of principles of direct hj^rarchical relation^ip 
and unity of command, limited span of control, departmental- 
izing similar activities, balanced workload/ staffing and 
coEmTensurate authority and responsibility. Experience 
has shown that as the number of people or branches or 
divisions increase arithmetically, the number of interactions 
required to make things move smoothly ahead increases 
geometrically. When an organisation grows beyond a certain 
size, it must decentralise proportionately for effective 
func ticking, These develc^ments have produced new structural 
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components* 

^'*19 Biireaucratic stxucturos have teen the focus of 
discussion for a long time and are viewed as "procedure'* 
rather than "result** oriented. Flat forms of organisation 
are advocated to replace pyramidical structures "by shedding 
some burdensome layers or positions* Ihe issues of autonomy 
and need of centralised coordination have given rise to 
divisionalisatioi , ihe expanded activities in tJie 
organisations constantly branch off into new divisions. In 
tlie 5t)s and 60s, decentralisation, project and matrix forms 
of organisation had been tiie wave, !2ie task forces, being 
matrices, are themselves mini-organisations and often refoou- 
on organisation structures. Large tiglitly coupled organi- 
sations have been giving way to ‘‘network** structures. In 
the wake of change, new organisattonal forms v;itii ne\; 
managerial roles are being advocated, ihese led to "a toiiized" 
organisation which ^phasises auall size and flexibility 
of its basic units. In concept, tiiis is an attempt to 
reconcile tiie realities of organisation ccmploxity with the 
requirements of managerial control. It, however, creates 
a central difficiilty of coordination so as to make tlie 
whole -thing work effectively. To meet the requiremen-bs 
of flexibility and consistency in coordination of speciality 
functions at Central office and generalist units, the 


organisational structures have to be specific to corporate 
needs* It will be interesting to ascertain iiow tiie public 
enterprises malse adjustments and readjustments in the organi- 
sation structires and use project centre and other tgfpes ocC 
temporary groups like task forces in the context of their 
changing size of operations, market conditions, the actions 
of related organisations and the emerging issues. It will 
also be useful to see how layers of positions create communi- 
cation gaps and how effective down sizing is achieved, !Ihe 
structure and role of the Board of Directors and system of 
delegaticMi of authority are other important a^ects which 
are required to be looked into. 

Staff and Skills 

4.20 Hie aiccess of an undertaking rests ultimately on the 
human factor. Ccmpetent people explain tiie magic of excellence 
to a very great extent. People are different in a variety of 
dimensions. Hie differences are to be overlooked, and team 
work and loyally are to be established so that everyone works 
for common goals. It is equally important to have a team at 
the top, but too much homogeneity at the top level sometimes 
leads to «Xesman syndrome**. The staff and slsiHs play an 
important rde in overall performance. 
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a considerabi© part of research has been devoted to the | 
question wwhat is the driving force for men in tJie organisation?**| 
Sane believe that people work under threat of puni^ent. Others; 
contend that good news cone frem treating people decently, i 

inspiring them to shine and to bring new ideas tiiat work. People! 
flood with ideas if you let ttiem. Discussion on men management 
has long been focussed on Hieory »X' and Iheory *Y*, tie value 
of job enrichment and quality circles. Ihe research studies 
indicate tiat these efforts have to be supported by the proper 

I 

planning and promotion policy, 

4*22 The term ‘skill* usually refers to the expertness and 
adeptness of the organisation itself under the guidance of 
its managerial leadership. Skills sum up those attributes 
that characterise an organise tiai and connote organisations' 
own subtle capabilities to continually respaid to change in 
environment. These cose into prominence as a reserve resource 
of innovation to meet toe challenges facing the organisation. 
Skills Can be seen as an intensity of organisation perspective 
that enables it to maintain an appropriate balance among the ; 

other inter-connected attributes of excell ®ice. In absolute 
terms, the organisation skill excellence must originate with 
the people. Human resource has been recognised as a most 
valuable single asset whose talents have to be developed and 


used* 


^•23 In the context of public enterprises it will be 
useful to stady frequency of preparation and nature a£ 
manpower plans, personnel manual, methods of recruitment, 
process of hcmogenisaticn of stqff , career plans, promotion 
policy, system job rotation, performance appraisal 
procedures, assessment of training needs and methods of 
meeting -these, incenti-ve systems, and mechanism of redressing 
grievances* It will also be important to see how individual 
and groups are encourged for innovation and product 
develcpm^t. 

^s-tems and Procedures 

k-,2h All organisations require a certain level of orde^ 
and consistency in the discharge of different inter- 
related management functiois and tasks* To achieve this, 
they establi^ various formal and informal procedtires, 
metiiod of work with due regard to environmental conditions , 
and we.ll tried management tools and techniques* These 
are blended togetiier as systems to meet tiie present and 
fu-hire needs of the organ! sation-,- The term ‘system* covers 
all -the procedures and processes, formal and informal, which 
make an organisation go. It includes, among others, systems 
for planning and c can trcOL, capital budgeting, managem^t 
informa-tion, inventory con -trol, marke-ting and personnel* 
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^.25 Systems are ordinarily tiie first place to look 
for reasons why an organisaticn does or does not get 
things done satisfactorily. Meticulous attention, 
therefore, is given to designing and establishing these 
systems because efficiency and effectiveness of the 
undertaking to a great extent depend upon them, Systems 
once introduced are difficult to change, I^amic environ- 
ment, on the other hand, necessitates periodic review 
and modification of systems. Uiere is an inherent 
tendency of adding to paper work and making the system 
Cdnplex. Excessive paper work retards efficiency and 
conplexity of systems CaUses lethargy and inertia. Attempts 
are made to keep the systems flexible, simple and suitable 
to the current needs of the organisation. Procedure 
usually lays dcwn the manner or method by which the 
system is desired to operate. 

^•26 Systems and procedures play a very vital role in 
establi^ing linkages and co-ordination among different 
functional canponents and activities of an enterprise and 
ar® intimately related to tlie other attributes of jnanaganent 
escellence. Each new system challenges cid assumptions, 
approaches and vays of doing things. It takes considerable 
time to Instal the system and procedures and to train 
the personnel to use them vith desired results. 
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£Qrstems have to be desigiaed keeping in view the work 
^ivircnment of the organise tsLony 

^•;27 It Win be useful to onquire how various manag^nont 
^sterns are reviewed and discontinued by the elected public 
enterprises without the disruptive side-effects. Particular 
attention needs to be given to study the systems of i) project 
fonnulatlcn, implementation and moni taring | ii) production 
planning and control for improving capacity utilisation; 

iii) management of budgeting, inventories, and cost control; 

iv) pricing and after sale service; v) mobHis^tng customer* a 
ideas for product and services improvement, and vi) Inteivial 
audit. 


5. QUESTia>llNlAliS i:iE3iGJ.I 


IQie appropriate order in any aanagement staidy is ,to 

start with tiie context in which the organisation exists, 
and thereafter examine various elements which determine the 
level of performance. Scrutiny of available haclsground 
information, reports and literature on the elected enter- 
prises ^owed that there were numerals justifications for 
these under taidLngs to perform at the level these were ^ 

Apart fran diverse internal compulsions of men and systems 
at work, corporations arc vulnerable to various external 
factors like technology, raw material, pricing policy, 
market conditions and government control and policy. Not 
much scope for improvement could be seen if these constraints 
and ccmpulsions were to ^adcw and cloud all management 
decisions. Hie question worthy of investigations is, despite 
these constraints, what freed cm the managers have to lead 
and act for better performance and what tools are employed 
by -them in striving for excellence. 

* 

5.2 Ohere are three wori-cable methods for capturing these 
practices viz. (i) questionnaire; (ii) interview,- and (iii) 
observation. Due to various limitations of time and money, 
our mein reliance for this Study was on questionnaire method. 

5.3TUTO Questionnaires were developed - Oie was for the ex- 
Chief Executives to chtain insight into varied managerial 
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slylei. She otiier one vas meant for the CShlef EnecutiTres 
and certain other categories of persons in the selected 
under talsings* 32ie former was designed to dbtain rich, 
lively and lucid perception based re^onses on the fcOlowing 
six questions fron persons Tidio had the distinction of 
occupying the top management positions in the piiblic sector 
enterprise( s) and carried with them varied experience of 
managing multi -.million rupee concern ss 

i) How would you describe your managerial style 
which you have found to be most and least 
effective in the work envlrcMiment of Public 
En terpr i se s7 Plea se illu s tr a te , 

ii) WaS there any particular experience or event 

in your career that influenced your management 
philosophy and style, and how? Please illustrate 

iii) What are the qualities of leader ^ip which 

pronote and hinder the growth of the organisation 
and how? Please illustrate, 

iv) What are the attributes of organisation culture * 
which contribute to extraordinary-performance 
from persons of average calibre? How do these 
develop and charge? Please illustrate, 

v) What were the key decision points in your career 
as a top executive and how do you feel about 
your choices in retrospect? Please illustrate, 

Vi) Based on your experi^ce what factors within 
management control do contribute to high and 
low performance in pi^lic sector environment? 
Please illustrate. 


01 

Hie former Questionnaire was sent to 58 persons and after 
necessary follow-up effortsi 15 replies were received. Apart 
frcm utilising the information from their re^onses in the 
analysis of concepts relating to Management Style and 
Corporate Culture, these have been summarised in Appendiac xvi. 

5*^ Hie other QuestLoiinaire for selected enterprises 
Was structured under six subject heads viz. strategy and 
plans, management style, corporate culture, organisational 
structure, staff and skills, and systems and procedures, 
thus covering all the inter-related major a^ects of 
management process. Hie questions were framed with the 
intention of obtaining factual and experience based 
respcxises. 

5*5 Iri formulating the questions, we have liberally 
drawn on the various management concepts developed frcm an 
array of theories and empirical findings to see their 
validity in the context of the worliing of public enterprises. 
Hiis eclectic approach was found useful in develc^ing a 
schedule of several questions. Yiev/s of acadenics and 
practitioners were also ctotained on appropriateness of the 
questiois and feasibility of obtaining information. Most 
of the questions are open ended for enabling the re^ondents 
to deal with the various aspects frcm different viewpoints. 

Hie Questionnaire was revised . suitably in the light of cammentl 
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at tiie academics and practitioners* It contained total 
66 questions, 2ie questions framed broadly relate to two 
categoodes - (A) concerning the estahlisbed practices of 
•file organisation as a whdle; and (B) calling for indi-ddual 
opinions from persons in different positions* 2ae following 
six categories of persons were approached to answer tije 
Questiainairej 

i) Chairman and Managing Director of the Company 

ii) i\ill Time Board Directors 

iii) Heads of itnctianal Areas at Corporate Leirel 

iv) Heads of all units in multi-unit Undertakings 
or of regional operating units* 

v) President/ secretary of Officer* s Staff 
Association 

Vi) president/ Secretary of Major recognised Trade 
Unions. 

Dae persons mentioned at (ii) to (vi) above were requested 
to answer questions of category ‘B* and were welcome to 
express tiieir tiioa^ts','"if any, on questions of category 
*A* . The Q4Ds were requested to answer the questions of 
both categories (A) and (B) , 

5,6 Hie selected undertakings were requested to irKiicate 
some contact person for tiie S'^dy, The cm tact person was 
approached to circulate the Questionnaire among all ttie 
said six categories of persons.. He was also requested to 
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to send tile list of persons with tiieir atMresses to whan 
tiie Questionnaire had beai sent, for follow-up action and 
inform the respondents to send their replies directly to 
the S%dy Director in the IIPA, A copy of the Questionnaire 
is annexed at Annexure I, sane of the Trade Union Leaders 
desired a Hindi Tran Nation of the Questionnaire and the 
same was also supplied. Oat of 31 initially selected 
enterprises, only 22 forwarded the Questionnaire to the 
concerned persons. She Questionnaire was circulated to ^15 
persons of tiiese 22 «iterprises. The replies with varying 
degree of completeness were received from Q^Ds on behalf 
of their respective organisation and 85 individuals after 
several f oDLlow-up letters by the IIPA and tiie BPE. Though 
the questions were designed to provoke the respondoits to 
come up with incidoits illustrative of some unique managerial 
dimension, unfortunately most of tiiem were unable to come 
up with recollections of outstanding events. 
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Manag^ent Excellence in Public Enterprises 

QUESXICM4AIBE BACKGROJND ; 

Bureau of Public Enterprises, Government of India has 
assigned a research study i ‘‘Management Excellence in Public 
Enterprises” to the Indian Institute of Public Administration. 

The study is expected to help in developing guidelines for ! 

management excellence and in adopting effective management systems 
and procedures. 

2. Apart frcm external influences like government pdicy, 
technology level, control on product prices, and market conditions, 
the performance of an undertaking is affected by diverse internal i 

ccmpulsicns. Within these, managers are expected to lead and act | 

for achieving excellence through appropriate strategy and plans, 
management style, corporate culture, organisational structure, 
staff and skills, and systems and procedures. 

•m 1 , 

3# Ch tlie basis of relative perfonnance over the years (19/%-d^) 
on seven measures, certain methodological considerations and in i 

consultation with the Bureau of Public Enterprises, 31 central | 

government production enterprises have been selected for in-depth i 

study, i 

^ The working of tiiese selected enterprises has been studied 
and analysed on the basis of available information and literature, 
loping in view the objectives of the study, certain additional ? 

infoimation is to be collected ttirough questionnaire and personal 
discussions. As such, a questionnaire has been developed under 
six subject heads viz. strategy and plans, management style, 
corporate culture, organisational structure, staff and skills, and 
systems and procedures. The questions have been framed with the j 
intention of ctotaining experience based responses. While filling ij 
the enclosed questionnaire, please keep in view the above background.,! 


QUESTICM'IAIEE 


Notes for Respondents* 

1* Hie questions are to be answered by t2ie following 
per sons: - 

i) Chairman and Managing Director of the Ganpany 

ii) Full time Board Directors 

iii^ Reads of Functional Areas at coxiiorate level 

iv) Heads of all units in multi-unit undertaicings 
or of regional operating units 

v) President/Secretary of Officers* Staff 
Association 

Vi) President/Secretary of major recognised Trade 
Unions* 

2* Hie questions framed broadly relate to two categories: 

A-concerning the factual position and establi^ied 
practices of the organisation as a whole; and 

B-relating to the perceptions of per sens in different 
positions* 

Hie persons menticned at (ii) to (vi) in (1) above are 
requested to answer questions of category *3* and are 
welcome to express tiieir thou^ts, if any, on questions 
of Category *A<, The OID is requested to answer - 
Hie questions of both category — A and 3* 

3, Hie replies may please be sent to:- 

prof. Ram Pralcasli 
SHJDY DIRECTCR 

Indian Institute of public Administration^ ^ ^ ^ ^ ^ 

Indraprastha Estate, Ring Road, 

New Delhi - 110 002 


SmaEGX AND PLANS 


category - A 

1*1 What are the long term and current objectives of 
ycwr organisation? 

1*2 What are the ccxrporate and functional (production*, 
marketing, finance, personnel etc.) strategies of 
your organisation? 

1.3 When and hew were these objectives and strategies 
formulated? Describe the important steps in the 
process of their initiation and finalisation. 

1.^ Hew and up to what organisational level are 
these circulated? 

1.5 Do you prepare Corporate Plan? If yes, hew is it 
prepared and reviewed? If not, hew are the long 
term and ^ort term operational plans for the 
undertaking prepared and reviewed? 

1.6 How are the capital and operating budgets prepared 
in relation to 12ie plans? What are the internal 
and external constraints on your budgets? 

* 

Category - B 

1.7 How are the strategies and corporate plans affected 
by the Government policies and directives? Please 
give some examples. 

1.8 What were tiie problems faced in implementation of 
corporate and functional strategies? How were 
the^ overcome? please illustrate with sQne 
examples. 
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1^9 Wliy and hew are tiie changes in strategies in yoor 
organisation initiated and implemented? Please 
illustrate with reference to seme corporate and 
functional strategies* 

2* MANAGQiENT smE 

Category - B 

2*1 How would you describe your managerial style? Which 
style have you found to be most and least effective 
in your ^environment? Please illustrate with 
setne examples* 

2*2 Was there any particular experience or event in 
your professional career that influenced your 
management philosophy and style? If yes, how? 
please describe briefly* 

2.3 Based on your experience, what are those qualities/ 
deficiencies of leadership which help/liinder the 
growth of the organisation and how? Please 
illustrate, 

2*^ What were the major decision points in your 

professional career as a tqp/ senior executive, 
and how do ycu feel about them in retrospect? 

Please illustrate. 

2*5 ho ycu devote time to go around on your own in the 
work areas and meet people at different levels? 

If yes, what is roughly the proportion of your 
time devoted for this purpose; and hm has it 
helped you in mailing your leadership style more 
effective? Plegse give some examples, 

2*6 Is the type and effectiveness of the management 
style related to the period of appointment of 
Chief Executive? Eow much minimum tenure of 
appointment do you suggest for effective leader^ip , 
style of Chief Executive? 
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3* CCEPiUATE CUL33JEE 

Category - B 

3.1 Vihat are tiie ma^or cultural attributes like “^irit 
of oneness" , ’’quality excellence", "cai steamer satis- 
faction" etc, of your organisaticn? 

3.2 How do these daared values affect day-to-day 
■working and performance In your organisation? 

Please illustra'te, 

3.3 Eow are these values and attribu'tes coiinnunicated 
and pursued in the organisation? please illustrate, 

3,1+ Do people in liie organisation know these values? 

If yes I up to what level these are known and what 
percentage of total employees they form? 

3*^ Based cn your experience, what are "the attributes 

of corpora'te culture which contribute to consistently 
high peroformance? Hew have the^ developed and 
changed in yoir organisation? Please illustrate, 

3,6 VJhat aspects of outside social culture influ^ce 
the organisational behaviour? In what way ■this 
culture helps or hinders the organisation 
requirements? 

K (BGAI'ttSATia-jAL SlRUCHJBE 

Category - A 

H-.l VEhat are the saliait features and characteristics 
of yair organisation structure? Briefly describe 
its functioning with reference to its pattern like 
bureaucratic, divisionalisation, centralisation, 
matrix; 




^.2 Hew many layers of positions have you ijx between 
the first line of supervisors and the chairman 
in different functional areas and what Is the 
number a£ persons directly worlcing under th^? 

^•3 ho yai have the practice of periodically reviewiing 
the structure of the organisation/departanents? 

If yes, hew it is done and when was it done last? 
Please illustrate. 

Was any study made for assessing the need for 
change of the structure of the organisation 
at central and departmental levels? If yes, 
when was such a study(ies) made, who had 
undertaken it and what were tJie changes 
introduced based upon the findings of the 
study(ies). 

^ Do you have the practice of forming temporary 
groups like task forces, product teams, project 
centres, worlxing groups, quality circles? If yes, 
please give the list of such groups foimed 
over the last tliree years with the following 
particulars:- 

i) puipose; 

ii) duration; 

iii) number of persons in the group; 

iv) method of deciding its membership- 

voluntary or decided by senior executives, 

v) method of designating the leader; 

Vi) whether any formal orders issued for 
forming ^ch groups; 

vii) any specific supporting staff provided; 

viii) na ture of documej^ts/roports prepared; and 

ix) mechanian for fonew-up action. 
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^♦6 Wiiat is the existing formation of the Board of Directors 
and what are its powers? 

^.7 VDaat were the main directions provided hy the Boaid of 
Directors in policy f onntilaticn , investment planning 
and major operational areas of the undertaliing over the 
last two years? 

H-,8 What is the system of delegation of authority? Enclose 
copies of important circular s/manuals, 

4-, 9 Does your organisation structure have in-built provision 

for promoting innovation at individual and group levels? 
Describe its salient features and experience of its oper- 
ation* 

^.10 Does the number of layers of positions in ycur 
organisation create communication gaps? If yes, 
plea se give sane example s, 

^,11 Were there any cases of mi snatch of autiiority, 
responsibility and accountability affecting the 
performance adversely over last two years? Plegse 
provide seme examples. 

*» 

5. STAFF AND SKILLS 

Category - A 

5.1 Do you prepare manpower plans? If yes, indicate the 
frequency of preparation and please enclose a copy of 
the latest plan, 

5.2 Do you have any personnel manual( s)/ standing carders 
of the company? If yes, please enclose a copy. If 
not, please desciihe how personnel matters are dealt 
with. 
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5*3 Vfliat are your metliods of recruitment at managerial 
and supervisory levels? PlOase give separately fer 
last three years the number of persons recruited 
through (i) open coapetitionj (ii) campus selection; 

(ill) deputation from government departments; 

(iv) deputation from public undertakings; (v) through 
premotions from within coapany; and (vi) other sources* 

5.^ How do you hemogenise new executives into the 

organisation culture by socialising their attitudes, 
habits and values for fostering c o- opera ti oa , integrity 
and comnunication? please briefly describe the 
relevant methods. 

5*5 What is the promotion policy in your organisation? Is 
there a formal method of ccmrmmi eating promotion 
prospects to executives? If yes, plegSe describe. 

Do ycxi have Career plan? If yes, how is it operated? 
Please enclose a copy, 

5.7 Do you have systems of jeh rotation and jcb enrichment? 

If yes, please describe how tiiese are operated and with 
■what results. 

5.8 Vlhat are the methods adopted for appraisal of performance’ 

executives? Please describe briefly, 

5.9 Do you fix periodic acceptable targets for executives 
and measure tiieir performance against tiaose? please 
explain difficulties, if any, 

5.10 Do you peidodically assess management and technical 
training needs of the organisation? If yes, please 
describe how it was done last? 

5.11 What Was "the number of executives and 'their percentage 
to total, trained in managementf development programmes 
organised separately by the company and outside agencies 


moT 12ie last tiiree years? 

5;12 What is the amount spent and its percentage to total 
eipOTiditure htidget during the last three years* 

Sinara tely on management training and human resources 
develpjHnent? 

Category - B 

5*13 What methods do you adopt for improving personnel 
productivity and performance? Please describe the 
important methods and indicate hew these are c^perated. 
VIhat are your suggestions for improving productivity 
and performance? 

5*1^ Bo you have any incentives* reward and recc^nition 
syst^ in your organisation? If yes* how are these 
operated? What are your suggestions for improvemait? 

5*15 What is the mechanism of redressing the staff 

grievances? How has it worked over the last three 
years? Vtoat are your suggestions for improvement? 

5.16 Eow do you encourage at individual/ group levels, 

innovations for improved methods of work and product 
^g-yQj^qpjaent? Do yoi provide financial aippccrt 

for this purpose? What is the extent of failure , 
tdLerated by organisation for development and 
impl^nentation of new ideas? Please illustrate with 
important innova ti on( s) over tiie last three years. 
VJhat are your suggestions fer improvement? 

SlSiS-iS AND P'iiOCEDOBES 

Category - A 

6.1 Do you evaluate and review the vaticus manag^oaent 

systems? If y®s» when was it done last and by wham- 
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internally or tiircxigh outside agency? Plea so give 
details* 

6.2 Was any systeni(s) discontinued during the last three 
years? Please describe briefly with reasons of 
discontinuance, 

6.3 Is there any directive or convention to restrict the 
paper work or size of notes and reports for seeking 
attention of and decision frcm senior executives? If 
yes, please illustrate, 

6,if Do you have; (i) Managenent Inf orraa'cion System for 
planning and control at different levels; and 
(ii) Data Bank? If yes, please give its salient 
features including reporting system and explain 
the extent of use of ccjnputers, if any, 

6.5 What are your monitoring system(s) for plan adherence? 
Please describe these briefly and mention how tiiese 
are operated, 

6.6 How are tiie investment proposals initiated and finalisec 
within tiie organisation? lihich of tiie teciinique( s) 
have you found most useful for sound invesbaent 
decisions, and what wex'e the major difficulties 
encaintered in Iheir application? Please describe * 
briefly with examples* 

6*7 What is the project implemej tation and maiitoring 

system in your organisation? PleaSe describe briefly 
tlie management techniques which you have found most 
effective for controlling the schedule ^ippages and 
cost over-runs and explain how tiiese are operated. 

6,8 What managemerit system have you adopted f or production 
planning and control? Please describe briefly with 
reailts achieved. 
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6,9 What steps have been talsan djniJig the last thi^e years 
for improving capacity utULisattcjn? Please briefly 
describe the results achieved, 

6,10 What techniques have you adopted for management of 
inventories? Please describe briefly with results 
achieved for Iseeping inv^itories at desiPed levels* 

6vH What financial systems of budgeting and cost coitrol 

have you adopted in your organisation? How have Ihese 
worked over the last three years? Plegse describe 
briefly with examples, 

6.12 What are the systems and procedures followed for 
formulation of pricing policy and making changes 
therein for your products? Please describe briefly 
with reference to major products of the enterprise and 
mention the market share of each separately, 

6.13 What is ycur marketing system with reference to sales 
promotion, quality assurance, customer satisfaction 
and after sale service? Please describe briefly with 
reference to major products of your undertakingv 

6,14- Is there a specific and regular mechanism for sales 
personnel to sclicit customer* s ideas for betterment* 
of the products/ services? If yes, pleaSe give 
examples of ideas implemented over the last three 
years. 

category - B 

6,15 What are the major syst^s working most effectively 
and legst effectively? plea se briefly describe 
these systems and give reasons fear their being so. 
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6.16 VOaat are ycur systems of internal audit and -vigilance? 
What in your opinicjn are tiieir impacts on management 
efficiency? Please illustrate, 

6.17 Are there any areas in your cpinion where informal 
approach is better tiian formal systems and procedures? 
If yes, plea®® briefly describe witli reasons, 

7, ANY OffiER ASPECT 
Category - B 

You may add your thouglits on any otJier aspect(s) 
rela-bed to tiiis stiidy,- 


Naiae of Respaident: 
( Cptional) 

Designation: 

Cffice Address: 


6. STrtASEGY Ai-Jijf FLMiS 


Introduction 

6«1 Strategies are decision guidelines at the corporate 
and functional levels, and assist in fonaulating realistic 
plans to achieve the ©iterprise c)b;3ectives in tune with 
external and internal environments* {hj actives reveal 
thrust of the enterprise, Botii objectives and strategies 
describe the concept and philosqfny of business of an 
enterprise, and are of paramount importance for an orderly 
and profitable growth, laken togetiier, these specify the 
amount, area and direction of growth and are instrumental 
in setting targets. 

6,2 Decision guidelines in the form of appropriate 
strategies are normally generated through a process of 
consultation and sliaring of vie\;s in upward, dovmward or 
lateral participaticn, Ihese are formulated by capitalising 
on ccjnpany*s strengths, taking into consideration its 
vrealaiesses, catching the opportunities throvm by work 
environment and tald.ng care of tlie tlireats posed by internal 
compulsions and external constraints. A particular strategy 
might necessitate restrcturing of the entire enterprise, 
■while another might call for promoting a healthy corporate 
cxxl-thre, or building up a dedicated and efficient team, or 
evolving an array of wor liable systems and procedures, and 
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the like, aistainlng exc^lence depends on ajbillty of 
management to suitably orient old strategies, initiate new 
ones, and responding to change constantly* 

6*3 Plans are pr^ared at corporate, functional and 
operational levels for fulfilment of objectives and 
implementation of the strategies. On temporal basis? the 
plans may be long term, medium term or short-term* Minctional 
plans are in the nature of action plans for the areas like 
production, marketing, finance, personnel. %)erational plans 
form the basis of budgets. Normally, two types of budgets 
nanely, cgpital and operating, are prepared. 

6.4 Nine questions were framed to seek answers on 
different aspects of strategy and plans. Six of these 
(category 'A’) were to elicit factual information from the 
Chief Qcecutiye on the type and content of the long term and 
current objectives; corporate and functional strategies; 
formulation and dissemination of strategies and Corporate Plan; 
preparation and review of operational plans and budgets* Die 
remaining three questions (category »B*) sought perception 
based responses fron the cross— section of all the six 
categories of persons (including the Qriief Ececutive) on 
effect of the Government policies and directives on the 
strategies and Ctorporate Plan; the problems in the 
implementation of corporate and ^nptional strategies^ 
and on initiation and implementation of changes in 
strategies. Nearly 78 persons from 14 re^ondait enterprises* 
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respcanded to these questions. She replies reflected 
varying degrees of ccapleteness and conceptual understanding* 

Corporate Objectives 

6*5 To elicit factual information fron enterprises 
on corporate objectivesi tlie following three questions 
v;ere asked; 

i) VJhat are the long term and current objectives 
of your organisation? 

ii) When and how were these c±)Jectives and 
strategies formulated? Describe the 
important steps in the process of their 
initiation and finalisatiai, 

iii) How and up to vrhat organisational level are 
■tiie se cir cula ted? 

6.6 Most of the undertaiings describe tiieir objectives 
in general terms and do not distinctly specify the loig 
term and current objectives. Cut of nine high performing 
enterprises, three namely, EOS’, EPF and NTC (Tlsi&P), and 
tliree out of five low performers viz. IISCO, SAIL and HSL 
have described the long term and current objectives in a 
distinct manner. The remaining 8 enterprises have described 
the objectives in broad terms and have titled these as 
business objectives. In sane cases, activity-wise 
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break-up of objectives has been indicated. IVo high 
performing enterprises namely, IRE and imQ have stated 
corporate objectives to be the same as what has been 
mentioned in the Hemoranduri of Association. In the case 
of BEPL, the current ctojectives are not described separately 
and it is stated triat these are incorporated in the cc3apany*s 
budget documents relating to production, marketing, finance, 
etc , 

6,7 Regarding tlie process of formulation of objectives, 
two practices are seen in rhe responses received - one 
tlirough internal discussiais only and tiie oteer by 
associating an external consultancy agency in addition , 

Two of tiie higli performing enterprises namely, IOC and IGF, 
and two lew performing ones namely, SAIL and IISCO have 
reported that tire long tena corporate dojectives are evolved 
through internal discussions at different fora. Die 
divisions/functional areas in tee above said h companies 
derive teeir objectives in line wite their corporate 
objectives. The NTPC (high performing company) has reported 
teat tliough primarily -relying on their internal exercise 
it had also associated a premier management ccnsultancy 
organisation of tee country for finalising tee dbjectiyes 
of tee company. 


80 


Strategies 

6*8 Strategies are mooted with the aim of achieTing 
best performance results and deT€tl oping the company as 
a technicslly and coounerciaLly riable unit. The corporate 
and functional strategies are, by and large, derired from 
long term and current objectires of the enterprise 
re^ectiTely. The functional strategies which are related 
to specific activities or departments are supportive to 
the coiporate objectives and strategies of the enterprise. 
To seek information from the enterprises on 

strategies, the follovdng three questions were aJ^eds 

i) What are the corporate and functional 

(production, marketing, finance, personnel 
etc.) strategies of your organisation? 

ii) When and how were these objectives and 
strategies formulated? Describe the 
important st^s in the process of their 
initiation aad finalisation* 

iii) How and up to v/hat organisational l evel are 
these circulated? 

6*9 Holies reveal that 5 of performing 

enterprises namely, CGL, NTPC, ONGC, BHEL and HPF, and 
2 low performing ones viz. IISCO and HSL haTe not 
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distinguished betwe^ corporate and functional strategies 
and most of them hare described the same broadly. Bae Cdi 
has mentioned the strategy to produce planned quality and 
quantity of coal efficiently and econcMically with due 
regard to safety and conservation, and c^timum growth and 
development of enployees. fhe KTPC has indicated the 
acquisition of latest technology in power plant design, snd 
coBpletion of 200 MW units in 48 months and that of 500 MW 
units in 60 months as their major strategies. The ON GO has 
^elt out strategies for exploration, exploitation and 
self-sufficiency in oil. The BEEL has described the major 
strategies as to consolidate business in core lines through 
better capacity utilisation, higher productivity, reduction 
of material cost, better service availability and 
investment in up gradation of productive assets. It has 
also mentioned growth throu^ optimal and productive 
utilisation of existing mal^jower, and judicious mix of in- ’ 
house development and selective acquisition of design and 
technology as other strategies. The corporate and 
functional strategies of HPF are stated to be of establishing 
and maintaining the company's image; deveicping improved 
methods for manufacture of products; maximising share of 
marie et; and striving for self-sufficiency in photo 
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sensitised materials. The IISCX) has mentioned the 
strategies relating to production, m«rketing, finance and 
personnel. IQie HSL has mixed up the corporate and 
functional strategies. Two high performing enterprises 
nam^y, IOC and NTC (TK&P) and one low perfoiming caapany 
viz. BBPL have separately mentioned the corporate and 
functional strategies. For instance, lOGjSnong the 
corporate strategies, has mentioned that the canpany will 
optimise its product/marketing mix, develop new markets for 
surplus products, go in for alternate technology in 
packaging, play an important role of energy conservation 
throu^ R & D efforts, and dev^op a shelf of diversification 
projects* Anong marketing strategies, IOC has refen'ed to 
establishing a network of LPG plants feeding a host of 
snail sat^lite plants, marketing of mini LPG cylinders in 
hilly areas and retailing LPG throu^ ’Indane Banks' of 

% 

cjlinders with cash and carry system. The company, among 
functional strategies, has also stated refineries and 
pipeline, HRD and diversification strategies. The NTCCTN&P) 
stated its corporate strategy to turn all the unit mills at 
least into nominal profit contributing centres through the 
process of modernisation and labour rationalisation. The 
functional strategies for production related to: to reduce 


83 


imbalaJice between production and consumption and to meet 
the marketing threat of power loom sector throu^ 
modernisation of weaving mills; for marketing^ to enlarge 
and improre its sales to DGSiD and public sector 
undertakings; and to streapiline the showrooms; for personnelj 
to endeavour optimum utilisation of manpower through 
rationalisation of work force; and for finance^ to tap 
public deposits and mobilise external resources from 
financi^ institutions, Bae corporate strategies of BRP L 
related to; improye financial position, establish dynaaic 
service oriented marketing department for petroehemical 
products, technical back-up service, maintain healthy 
environment and stay alive to social objectives. The 
functional strategies of ^company include: for production- 
information system on target and performance; for projects - 
timely implementation; and for marketing - technic^ 
serviee'l^'o customers and penetrate fibre market. The IRE 
(a high perfoming enterprisejt has r ported that corporate 
strategies are laid down in the Memorandum of Association 
and names and activities of various divisions and departments 
connote functional strategies. The SAIL and KI DC have under 
the caption of corporate strategies mentioned all the 
strategies of the organisation perhaps including the 
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functional ones* Bie RCP has not taaie any ^ecific mention 
of the types of strategies. 

6*10 The relies have revealed, different processes of 
foxraulation of strategies. The three high performing 
enterprises namely, NTPC, IOC and CNGC and one low performirg 
undertaking, SAIL have a full-fledged Corporate Planning 
Department where the corporate strategies are formulated. 

These are then discussed by the senior level executives, 
functional Directors and the Chief SKecutive and submitted 
to the Board of Directors for approved. SAIL has an elaborate 
mechanism for formulating strategies. The objectives and 
strategies in the Company are evolved through Task Porces/ 
Strategy Planning Group 2 / Committees composed of the 
representatives of various units/ functional areas. The 
corporate strategies of IISCO, being a subsidiary unit of 
SAIL, are finalised at <x>rporate level of SAIL. The othei^ 
three hi^ performing enterprises namely, IRE, RGF and BHEL 
have stated that corporate strategies emerge out of the 
corporate planning process and are evolved throu^ internal 
consultations at various levels. Another high performing 
enterprise, COL, and a low performing company, HSL evolve 
corporate strategies within the framework of Govemmant 
guid^ines. The remaining > respondent entel^rises namely, 
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NIC (!CN & p) and HPF (high perfoimtn^ ), and KIOC and BBPL 
(low perforinlng ), did not report any ^ecific process of 
fomilating corporate strategies. 

6.11 Ihe functional strategies are erolred usually through 
discussions ssnong functional heads and senior executires of 
the area/d^artment. In the multi-unit enterpriseshaving 
regional operating units, like EOF, BHEL and SAIL, the riews 
of the regional/unit heads and thse concerned senior officers 
are also taken into consideration. In NTC (IN & P), the 
functional strategies are initiated at tne mill level, 
discussed at different levels up to Deputy Departmental head 
and finalised at the coiporate office. In IISCO, most of 
the functional strategies are evolved as per directives of 
the Chief Executive and in so»e cases discussions are also 
held with the direct reporting officers, 

6.12 After the finalisation of objectives and strategies 
of the organisation, these are circulated down in the 
hierarchy in formal and informal ways. However, the levels 
up to which these are made known within the organisation and 
the mode of communicating them varies frcsn enterprise to 
enterprise. The BHEL (high performing) and SAIL (low 

p ©rf 01*111 ins) cii^culEtc tli 8 . obj sctiTos sjici, sti^g.’bogi^.s .wid^Ly# 
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In the former, these are r^orted. to be printed in 
employees' diaries and individually circulated, while in the 
latter, the Corporate Plan highlighting SAIL objectives/ 
strategies are circulated amongst its various unit^ 
functional areas and representatives of the trade unions. 
The CCL, IOC, RCF (high performing) and EDDC (low performirjg) 
circulate objectives and strategies to all levels in the 
organisation. In six companies, these are selectively 
circulated. The ONGC circulates them down the line to the 
operational heads; the HPF to concerned divisional heads 
who, in turn, make them known to the respective functional 
managers in their departments; KTC (TN & P) up to General 
Manager level in the mills and concerned officers in the 
Head Office; the II SCO up to the front line executives; the 
BRPL to concerned officers; and the HSL to the levdl cf 
Engineers/ Senior ihgineers and equivalent categories of 

% 

personnel. The first three are high and the last three are 
low performing enterprises. The circulation of objectives 
and strategies is done by these undertakings throi^ 
department^ meetings, conferences, circulars, instructional 
orders, action plans etc. The NTPC has not mentioned 
anjrthing about cifculating these. In IRl^ there is no formg(L 
circulation of objectives and strategies. 
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6*13 Plaxis are prepared by a^ enterprise at the coip^orate 

and functional levels to achieve the objectives after 

taking into account macro and micro environmental variables# 

These plans may be long range and short term. The long 

range plans are in the nature of perspective plans •which 

are termed as corporate plans. To seek factual information 

on Plans, the rej^ondent enterprises were requested to 

answer the following question: 

••Do you pr^are Corporate Plan? If yes, how is it 
prepared and reviewed. If not, how are the long term 
and short term operational plans for the under talcing 
prepared and reviev;ed?** 

6.1 if The corporate plans are prepared by eleven-7 high 
performing and 4 low perforsning enterprises - out of the 
l4 re^ondent enterprises. Mong the remaining ones, IRE 
(high performing) and BRPL (lovr performing) have r^orted 
that action for preparing a formal Corporate Plan has be^ 
initiated and is in advanced stage of fruition# Ho formal 
Corporate Plan is prepared by HTC (Tl'K:?)# Hov;ever, all 
these three undertakings prepare long term and short •teim 
operational plans to cover various areas of corporation 
activities# In the 4 high performing enterprises napdly, 
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CCL, N!II>C, RCF and BHEL, and in *+ low perfortuing ones vlz.SAit. 
IISCO, KIOC and HSL, the management had been preparing 
Corporate Plans since early years of their formation. On 
the other hand, in 3 hi^ perfoiroing enterprises nam^y, 

IOC, QNGC and HPF^ a formal corporate planning system had 
been initiated after a long period of their opei’ational 
existence. These enterprises, however, have developed an 
effective network of long term and short tern operational 
plans covering all areas of corporation activities. 

6*15 Die Corporate Plan delineates the objectives, goals 
and strategies of the enterprise. Chly 8 out of the 11 
re^ondent enterprises which formulated the Coiv.;Orate Plan 
have described the corporate planning systen followed by 
than; the ranaining three-two high performing namely, CCL 
and HP!', and one low performing enterprise KIOC have not 
mentioned anything in this regard. The corporate planning ' 
systan foiiiowed by the said 8 (5 high and 3 low) enterfji'ises 
is more or less similar in essence, v,ath minor variations 
here and there. Planning process commences with defining 
cleanly the objectives and their relative priorities. In 
the light of these objectives, a set of goals and targets 
over a period of time are worked out keying in view the 
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expected capacity of the organisation to achiere these 
targets. The next stq^ is to identify Key Besult Areas 
for \ihich a broad outline of the strategies to be followed 
is formulated, Tne obj ectiTes^ goals and strategies are 
dereloped throu^ an in-d^th analysis of the business 
envirorment and strategic issues by Task Forces/ Strategy or 
Conceptual Planning Group s/ Action Groups which are inter- 
disciplinary committees consisting of r^resentatiTes of 
different functional areas and plants. The reconmendations 
of these committees are deliberated upon in various 
brainstorming and review sessions at the top managanent 
level, at divisional headquarters and corporate office 
before their inclusion in the Corporate Elan. The Corpiorate 
planning process in the three high performing re^ondent 
enterprises namely, KTPC, IOC and ONGC and one low perfoiming 
enterprise, the SAIL, is reported to be very methodical, 
comprehensive add intensive. The corporate planning 
departments provide the requisite thrust and coordination 
for the formulation of the Plan. In the case of IISCS, being 
a subsidiary of the SAIL, the same procedure is followed 
as that of the holding ccanpany despite the fact that it 
had no separate corporate planning department of its own:* 

The IOC daiffis to follow a basic conceptual framework of 
the management process with cjbeinetic systans approach* 
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In the BHH,, the pr^aration of a corporate plan is ah 
iteratire exercise vidth a top dov?n and. bottom up approa<di 
providing scope for full participation of people who have 
to implonent it, 

6*16 In two high perfoiming enterprises nanely, NTC 
(TN & p) and IRE, and one low performing unit, the iSiPL, 
where no foitial Corporate Plan is foiraulated, it is 
reported that long term and short term operational plans 
are pr^ared after consulting the concerned unit/ 
departmental heads. In NTC (TN&P), long term and short terai 
operational plans are prepared at mill level once in a year 
since mills are independent entities and run by the 
respective General Manager!, 

6,17 fhe Corporate Plans or the long and shortterm 
operational plans in the re^ondent enterprises are 
periodically reviewed and updated keeping in view the 
changes over time, after discussion in formally convened 
Management Committee Meetings, Planning Managers conferences 
and the Board of Directors meetings, and at the time of 
yearly budgeting exercises. However, the production and 
financial plans which are formulated on yearly basis are 
subj ect to a mid-term review. 


Budgets 


6,18 To obtain factual information on the budgetary 
process and mechanism, the 

enterprises were 

requested to answer the following questiont 

How are the capital and operating budgets prepared in 
relation to the plans? What are tiae internal and 
external constraints on your budgets? 

Both the high and low performing enterprises prepare capital 

and Operating budgets. Fire of the high performing namely, 

NTPC, IOC, ONGC, NTC (‘IN & P) and BHEL and two of the low 

performing companies viz., IISCO and SiilL, are reported to 

have elaborate system of budget foraulation. Three of the 

low perfoitning enterprises namely, KIOC, BHPL and HSL did 

not spell out the modalities of formulating their budgets# 

Tile IOC has, of late, introduced Zero Base Budgeting with 

a view to improving the budgeting system in their company# 

6# 19 Capital budgets are prepared to formalise the 
Investment Plans. These plans are in accordance with 
expected level of activities and identified thrust areas 
(new/ existing business potential) in the Corporate Plan; and 
coincides with the period of the National Jive Year Plans# 
Detailed estimates for the investment Plan are pr^ared on 
the basis of physical targets of on-going, new and addition^/ 
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modifi cation ^r^laconent schemes. In the investeent plan, 
priority is given to schemes vrfkiich are required for increa^ng 
production, productivity and the internal resources 
generation. The five year investment plan is broken into 
annual plans vhich are reflected in the annual capital 
budgets. In NTC (TMP), a high performing enterprise , and 
in SAIL, a low p erforming company, capital budgets are 
prepared for each mill/plant and then consolidated for the 
enterprise as a whole. ‘Eie requirements of funds as proposed 
by the enterprises are scrutinised and discussed by the 
officials in the administrative ministry. These fund 
requirements are reviewed and firmed up by the Planning 
Commission during Plan discussions keeping in view the 
overall allocation of finaiwial outlay for the Department/ 
Ministry. Por this purpose, the source of funding from the 
internal resources and the extent of budgetary support 
needed is also kept in vievi?. 

6.20 The operating budgets cover both plan and non-plan 
expenditure. Provisions for plan expenditure are made in 
re3-ation to ; (a) approved physical plan targets which -take 
into account the expected lev^ of production and cspacity; 
(b) actu^ operating expenditure of the preceding year; and 
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comaiercial borrowings* Two of the high performing enterprises 
namely, Cd and IOC did not give any information regarding 
constraints* 

6*21 In the preparation of coital budgets, all the 
remaining 11 re^ondent enterprises except the NTCCTlBcP) 
held thab they did not have any internal constraints* The 
major external constraints are - uncertainties in internal 
resources generation, availability of the desired level of 
budgetary support from the Governmert, and changes in 
fiscal policies. Certain other constraints cited by some 
re^ondent enterprises are: long time taken in getting 
clearance to investment proposals from the various 
Government agencies (^ecific to the BHSL and NTPC), and 
uncertainty in the delivery schedules of plant and equipment 
(specific to NTC (Tmp)). The NTC (TKBcP) also mentioned 
internal constraints relating to the problem of managerial 
personnel for processing activities, and to fixed period 
wage agreements preventing the company to contemplate labour- 
saving devices* 

6*22 In the preparation of operating budgets, the 
enterprises were faced vdth varying internal an<Vor external 
constraints. As regards internal constraints, one high 
performing enterprise, RCF, and. another low performing 
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company, IISCO, mentioned limitations on production 
potential due to old plant and equipment and obsolete 
technologies. The NIC (TMP) and HSL encounterd problems 
of pricing. In the former, it related to difficulty in 
forecasting of raw material prices like cotton and also in 
regard to selling prices particularly of yam, while in 
the latter it related to the prices of ships which were 
fixed on the basis of the International Parity Prices 
formula which forced the company to sell their ships below 
cost. AS regard external constraints, one high performing 
enterprise, NTC (TK&P), and three among the low performing 
ones namely, IISCO, KIOC and HSL mentioned difficult 
market situation for their products arising from shifting 
danand pattern in NTC (TMP); shrinking market conditions 
of Cast iron ^un pipes in the internal market as a result 
of stiff conpetition from its counterparts, in IISCO; 
difficulty in getting greater volume of orders in the 
highly competitive world ironjore market, in KIOC /and 
shrinking market for conventional ships, in HSL. Getting 
adequate supplies of indigenous scarce/ imp or ted raw 
materials are mentioned as external constraints by two high 
perfoiming enterprises namely, IRE and HiEL and a low 
performing undertaking BHPL. Besides, inadequate fund 
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allocation for long cycle items of power plant equipment, 
and. location of the enterprise in an uncongenial 
environment were also cited as an external constraint by 
BHEIi and BBPL respectively. 

Impact of Government Policies 

6.23 To ascertain the effect of Government policies and 
directives on strategies and Corporate Plans, the faLlowihg 
question was asked: 

How are the strategies and corporate plans affected by 
the Govemaent policies and directives? Please give 
some examples. 

60 24 The respondent enterprises have mentioned that the 
Government policies are formulated on macro level according 
to national priorities and objectives and are subject to 
change due to different soci^, economic and geo-political 
conpul Sion s. Ch the other hand, the strategies and 
corporate plans of public sector enterprises ar« prepared 
in advance for a specific period based on micro variables 
within the then existing broad national parameters and 
government development programmes. The Government policies 
and directives restrict to a very large extent the freedom 
of the manageomt to formulate and implement the strategies 
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and plans according to imit and market considerations 
only* 

6*25 The IRE has no freedom to fii and change the prices 
of its products because these an© the minerals scheduled 
under the Atomic Siergy Act and their prices ace fixed by 
the Government. In respect of IOC, not only the prices of 
petroleum products but even their market ^are vis-a-'^s 
other oil companies under the Sales Plan Concept, are 
fixed by the Government. As a result, IRE and IOC find it 
difficult to embark on any strategy for taking advantage 
of prevailing donand patterns. In the RGF, as per the 
Government directives, the materials whenever these were 
scarce had to be supplied to public sector or defence units, 
ignoring the other potential areas of growth. When the 
product availability eased, the company found it difficult 
to develop its market since it mighthave starved these 
growth areas earlier under scarcity conditions. This was 
primarily due to competition posed by other manufacturers 
in the line and due to lack of downstream consuming 
industries even though potential existed. In a low 
performing enterprise, HSL, corporate and functional 
strategies were adversely affected by the pricing fonmila 
for fixing the prices of merchant vessels built hy the 
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compaoy, permission to the Indian Shipping companies to 
import ships from abroad at comparatively lower prices, and 
to get their ships repaired in the foreign shipyards® The 
NTC CTNScP) is required to produce cloth for mass consumption 
for protecting conaimer interests under stiff competition 
from private sector. This restricts the company’ s freedom 
to determine product mix strategies on commercial 
considerations. 

6,26 The Government policy and directives arising from 
shifts in their priorities sometimes make it difficult for 
the company to pursue its perfective plan, and may have 
to undertake activities not envisaged in the (Corporate Plan* 
A conf icious instance reported in this context relates to 
the Government* s directive on the use of gas for power 
generaticaa. On the basis of reconmendations of a Canmittee 
vhen the Government forbade the use of gas for power 
generation the CMGC was forced to flare huge quantities of 
associated gas. The policy was later on changed and NTPC 
was asked to take up gas based combined cycle power projects 
on the basis of sirplus gas that became aT^ailable along 
HBF Pipeline, though such projects were not specifically 
identified in NTPC's Corporate Plan. Another instance 
relates to BHEL' s investment decision for creating 


additional facilities for the manufacture of hydrosets In 
the wake of increased emphasis hy the Gorernment on 
hydropower development in the country and on indigenisation 
of equipment. The Government subsequently allowed import of 
hydro equipment. As a result, BHSL had to aiffer in its 
business prospects and faced acute problem of under- 
utilisation of capacity. 

Implementation of Strategies 

6.27 Implementation of strategies at times poses seme 

problems. The enterprises endeavour to overcame these in the 

best possible manner. Ir. this connection, the following 

question was asir:ed‘ to seek perception based answers from the 

different categories of persons: 

What were the problems faced in the implementation of 
corp'orate and functional strategies? How were these 
overcome? Please ilHustrate with seme examples* 

6.28 According to the replies of the Chief Executives of 
the 4 enterprises namely, IRE, GCL, RCF and KIOC, no serious 
problems were faced in the implementation of strategies as 
these were discussed across the table by the concerned 
departments duii ng formulation and were widely circulated to 
Various levels of manageaeat for inpl ©mentation. The other 


10 enterprises have mentioned different problems in the 
impl on entation of strategies. Besides Government policies 
and directives , the implemantation of strategies is affected 
hy many other constraints# These relate to organisational, 
technological, financial, commercial and human factors. 

6.29 EHEL faced organisational problems in implementing 
corporate and functional strategies of bridging technological 
gaps in the country and fulD er utilisation of capacity. These 
were overcome by regular inter- action at various letveis and 
adopting a strategy of diversification. The IOC found it 
difficult to fully implement some of the Divisional/ 
functional strategies since the action plan was not specific 
quantitatively to facilitate effective monitoring. To cope 

up with this problem, increasing efforts were made by the 
company to prq^are ^ecific action plans for the Divisions 
in place of qualitative plans. 

6.30 The IISCO found it diffic'ult to implenEnt its 
strategies due to old equipment, obsolete technologies, 
inferior quality of raw materials, excessive manpower, and 
inadequate finaXicisl aapport. However, on its ovjn, it has 
tried to effect some Improvanent in certain areas as per 
capahilityo- Some of these problems have been over-come by 
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up gradation of technology in limited way depending on 
availability of funds, improving the coking coal quality by 
separation of contaminated unwashed fraction, and 
rationalisation and redq3lo3menfc of manpower. 

6.31 Due to non- avail ability of funds, NTC (TMP) could 
not push through their modern! sation/addition/replacerflent 
programmes in their mills/plants. Tae financial problems 
were faced by NTPC due to mounting defaults in payment of 
dues by various State Electricity Boards and by EHEL due to 
delayed payments by NTPC. The HPF found difficult to 
implement its Corporate strategy due to slow movement in 
regard to clearance of the proposal by the Government for 
setting up Cine Colour Film Plant, primarily due to resource 
con straint, 

6.32 'The NTC (TMP) had a problem relating to the 
achievement of sales targets as per their long term strategy 
due to highly fluctuating market as a result of changing 
consumer demand patterns, ccmipetition frocn the privately 
owned tex-KLle mills and also lack of desired quality of the 
products* This challenge was met to dome extent by changing 
the product mix and streamlining the distribution channels* 
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The KIOC, basically set up as a W0% export oriented unit, 
faced the problem of marketing its iron ore due to course 
of Iranian market. This to some extent was met by a vigorous 
search for the alternative international markets and strategy 
of diversification for establishing a ^onge iron plant and 
steel making facilities in Mangalore. 

6.33 In three high perforaing and two low performiiig 
enterprises, challenge in the implementation of some of the 
strategies emanated from the human factor. To in 53 lement the 
strategies effectively, BHSL was confronted with the prcfolan 
of involving a cross section of people in the organisation at 
all the levels. To taice care of this aspect, the company 
adopted a structured manpower corporate planning process with 
highest priority on involvement, ccMmitment, resnponsibilijfy 
and accountability of concerned people. In the RCF, lack of 
discipline, low morale, lack of job satisfaction and jcib 
enrichment and meagre promotion chances stood in 
implenentation of strategies to a great extent. In the RTC 
(Ti^P), multiplicity of trade unions created communication 
gaps betvi'een workers and managooent by projecting a 
unimpressive image of the company in the minds of the workers. 
This led to inordinate delay in settlement of dilutes. Die 
middle level management staff, on the other hand, did not 
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contribute their best, under the feeling that inTolvetcent 
will increase their workload ahd responsibility* In the 
two low perfoitning enterprises viz*, HIPL and HSL, the 
problems in implementation of strategies arose mainly due 
to inadequate opportunities for full involvement of the 
employees in the work ethos and in decision making process; 
and lack of commitment on their part towards their job -and 
the organisation. In the former, it vras due to absence of 
definite and distinct cultural attributes and in the latter 
because of wide scale segmentation and compartnentalisation 
of the work force based on castes and political beliefs. 

Procedure for Changes 

The strategies adopted by any enterprise are 
r^orted to be reviewed periodically in order to evaluate 
their effectiveness and to make them feasible under the 
changed circumstances. With a view to obtaining some 
illustrations as to why and how changes are made, the 
fol-1 owing question was aslced from different categories of 
persons: 

Why and how are the changes in strategies in your 
organisation initiated and implonented? Please 
illustrate with reference to some corporate and 
functional strategies. 

.0 . . ■ 

t 


6,35 Replies reveal that corporate strategies are usually 
modified due to external factors like changes in government 
policies, financid- problems, market fluctuations, and due 
to interngl constraints like changes in technology, 
introduction of new products. The NTPC had to deviate frcm 
its corpoarate strategy, on the government directive, of 
setting up power generation plants from coal to natural gas 
based combined cycle power projects. The ONGC was compelled 
to modify some of its plans and strategies due to delay in 
clearance of proposals for importing the equipment and other 
constraints imposed by the Government frcm time to time. 
Further, due to increase in global oil prices and the 
consequent pressure on the country' s valuable foreign exchange 
resources in the early eighties, it became necessarj^ for 
the CNGC to develop plans and strategies for achieving self 
sufficiency, to ma?cimise production and to indigenise 
equipment and services* The SAIL had to make changes in 
strategies due to technological developments brought in the 
plants wiidi a view to reducing cost and improve productivity* 
in order to have fhll benefit of modernisation process, the 
IISCO decided to accord first priority emphasis to improve 
the woiic culture of the organisation. In the HPF, a set of 
strategies and plans were evolved to promote some new lines 
of business activity like photovending machines and 


projspectiv^y of magnetic tapes. Sane changes in the 
strategies were made by the HTC (TMiP) as and when the 
achievaxent of sales targets indicated the need to do so* 

6.36 Continuous monitoring and feedback recelTed from the 
concerned departments facilitate the modification of 
strategies and plans. Replies also reveal that the process 
of initiating and implementing change in strategies in both 
high and low performing enterprises is more or less the 
sa^e as that was followed by them at the time of formulating 
the strategies and plans. By and large, changes in 
strategies are initiated after due discussions at various 
levels of decision making in the company. In BHEl, any 
problems due to changes in environment are posed to managers 
at Various levdLs and forums. Tae process is initiated in 
the Product Committees consisting of product r^resentatives 
from Various units and functional experts. Business 
implications are explored/ discussed at Sectoral Easiness 
Committees e.g. Thermal Business Committee, Hydro Business 
Committee as the case may be, consisting of decision 
makers within the concerned business sector. Fhnctional 
problems/ shifts are discussed in Functional Ccmmittees viz., 
PersonnaL, Engineering etc. These ar® then deliberated 
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upon in the Management Committee consisting of Executive 
Directors, Functional Directors, under the Chairmanship 
of the Chief Executive. Wherever necessary, these are 
referred to the Board of Directors. In the NTC Cmp), 
changes in strategies are initiated by the top management 
either on their own or actin<^ on the suggestions at the mill 
level, Eiese are mostly initiated by taking the people into 
confidence by mutual discussions. Some changes in strategies 
are made by mil3 s at their level in anticipation of sanction 
of their modality of changed strategy. In the II SCO, 
changes in strategies are evolved mostly as per directions 
of the Chief Executive. Hoxvever, some of the proposals 
are also worked out after due discussion between the Chief 
Executive and his direct reporting officers. In the BRPL, 
the proposals for change in strategies are reviewed by a 
Committee of Directors and eventually placed before the 
Board of Directors for infoimiation. To iaplement the 
changed strategies, ONGC identifies the change agents and 
takes them into confidence. In this process, a lof of time 
has to be spent with the people to explain ajid remove 
coramunicaticai g^s, but this is unavoidable if the changes 
are to take effect smoothly. 
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6«37 As a result of implefflentation of modified strategies! 
sane of the important changes hrou^t about hy the 
re^ondent enteiprises are described beiow: 

i) The IBS had to reorganise the production facilities 
and created I'linerals Division after the company 
decided to take over the mineral sand industry in 
Kerala and Tamil Nadu. Similarly, to implement the 
OSCCM Project and other expansion programmes a new 
Project Division was established. 

ii) In the wake of introducticn of new products in the 
market, the HPF created a new Division under the 
change of a General Manager to foimiflate effective 
plan and strategy for marketing the products like 
photovending machines known as "Photomaton” and 
prospectively of magnetic tapes. 

iii) In the NTPC, the changes in strategies resulted in: 

(a) the reorganisation fran two- tier to three- tier 
organisation structure by introducing the concept 
of regional offices; (b) decentralising of Engineering 
and Contracts functio.iis to regional offices, and 
based on aibsequent experience again reverting to 
centralisation of these two functions at the 
corporate office; (c) evolution from a construction- 
oriented organisation in the initial phases to 
pre-doninantly operation- oriented one v/ith the 
commissioning of various power projects. 

iv) To offset bottlenecks in the transportation aixi 

distribution network, the IOC evolved 2 strategies 
viz., (a) matching rake unloading facility at their 
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d^ots with storage tanks and to support railway 
policy to optijnise use of tank wagons by minimising 
turn- around period; and (b) building a netvfork of 
storage and distribution points all over the country 
including remote locations, where investment \'rc>uld not 
be justifiable on purely commercial considerations* 

v) In the OKGC, the implementation of changed strategies 
culminated in the setting up of a new department of 
Equipment Management and reorganisation of stiucture* 

vi) To combat increasing competition in various product 
areas, BHEL brought about, at the corporate level, 

(a) product rationalisation anong various units by 
introducing Product Manager concept in the organisation 
structure; (b) product ibriented approach by formation 
of Product Managanent Group and creation of Service 
after Sales Division in the company; and (c) system of 
taking up of power projects on turn-key basis. At the 
functional level, the BHEL decided to freeze manpower 
for existing products even though higher turnover had 
been planned. This meant retraining and 
of existing personnel, ?aid giving fillip to . 
productivity, 

vii) To tone up work culture and attain a high level of 

industrial discipline in the organisation, the II SCO 
had moulded its strategies to bring about improved 
ccmmunicatico, information sharing, intensive exposure 
to training, formation cf Shop Improvement Groups etc, 
besides rationalisation of manpower use and redeplojmait 
of persons cutting across conventional system. 
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vili) To face cccipetition, the iJ/iJL Ciiahged over to 
dynacnic pricing policy for its products* 

ix) With a viev^ to meeting the challenge posed by the 
collapse of the stipulated Iranian market for iron 
ore, KIOG changed its strategies (a) to penetrate 
into international maiicets for pel3 ets and 
concentrate, and (b) to diversify its activities to 
ensure 100^ utilisation of capacities already 
created, for estadlisning a i^songe Iron Plant and 
Steel making facilities in Matigalore. 

x) To inake the IISL a viable and prcj ect- oriented 
enterprise in t-he face of its conventional 
shipbuilding activity becoming increasingly 
unramunerative on a perennial, basis, the company 
changed its commercial strategies in favour of 
diversification and multi-pronged marketing 
approach in various fields like offshore platforms, 
on shore structures, saalj craft fabricatio>i , 
defence items. 

6*39 Main Findings 

i) Most of the enterprises xiave described the objiectives 

in general terxis, v/ithout sj^ecifying distinctly the long 
term arid current objectives. fv/o nigh performing respondent 
enterprises have mentioned that the corporate objectives 
are t.he sate as v;ere stated in the Me'uorandum of Association. 
Three each of the iiigh arid low performing enterprises 
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described the long tera and current objectives in a 
distinct manner. Out of these, one high and 2 lov/ 
perfoiming enterprises reported that the long tern 
corporate objectives were evolved through internal 
discussions at different fora, 

ii) Most of the enter.) rises have not distinj^uisned 

between corporate and functional strategies, fnree high 
one 

and/_low perforning enterorises which have a full-fledged 
Corporate Planning Section/ Department evolve the strategies 
through an elaborate exercise of involving a large number 
of people at different levels in association v/ith the 
Corporate Planning Section/Depart.ient, The level, s up to 
wnich the objectives ai'jd strategies are made kncv.-n ’.vLtnin 
the organisation and mode of communicating then varies 
from enterprise to enreprise, 

iii) Out of 14- respondent enterprises, corporate pl^-sns 
are prepared by 7 hign and 4 lov/ performing enterprises. 

In the others, long and snort term operational plans are 
formula.ted to cover vai'ious areas of corporation 
activities. The corporate planning process is methodical, 
comprehaisive and intensive in 3 high performing and one 
lov7 performing enterprises having full-fledged Corporate 
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Planning Section/ D^artments. iQ.1 these plans are 
subject to review from time to time and are updated 
according to changed requirenents. However, the 
Production and Financial Plans are formulated on yearly 
basis vd.th a mid-teim review in a few cases. 

iv) To operationalise the Plans, both capital and 
operating budgets are prepared by all respondent enterprises* 
iO-oiost half of the enterpid-ses have ah e] a.borate system of 
budget formulation. Others seem to take it as a 
compulsive exercise to meet the requirenent s of the 
Adi-flinistrative Ministry and the Planning Gommi ssion rather 
than regarding budget as an in st rani en t of control. 


7, MAIslAGaiBN'T STILE 


7*1 Management style is a reflection of leadership and 
connotes the manner of thinking and functioning of a leader. 

It permeats the entire organisation even witliout -written 
directions or commands to ^eLl out management style. The 
managem^t style unifies or disintegrates the economic, 
social and environmental dimensions of an organisation and 
acts as a vehicle to promote or discourage ciiange in the 
individuals, groups and the organisation. It is manifested 
in formulating strategies, synthesising the conflicting 
behaviours, developing corpora-te culture, getting things 
done, creating organisation structure ana evolving systems 
and procedures in the -wider interests of the ^terprise. 
Management style is a powerful attribute and exercises an 
all -pervading iniluence on the functioning of an enterprise. 

It is not the sole attribute "bo achieve excellence. The 
other equally important ingredients are organisation structure, 
strategy, culture, staff and skills, systems and procedures, 

7.2 A significant part of research efforts lias been devoted 
to the study of leadership. In business and industrial enter- 
prises most frequently referred -fco management styles are 
democratic and participative , dicta torial/auti^oritarian/ 
au-tocratic and laissez faire. There is no one standardised 
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manag©m®nt style and it varies from situation to situation. 

The deliberations of various conventions of the Public Enter- 
prises and Conferences of the Chief Executives of Public 
Enterprises convened by BPE in the past fei-/ years underscored 
the need for participative managoaent style. The First and 
Second National Conventions of Public Enterprises held in 
/^ril 1976 and March 1979 were of the view that participative 
management should be accepted and iiaplaaented as a philosophy 
to ensure better involvement of all sections of ®aployees 
including managers* The First Conference of Chief E^cecutives 
of Public Enterprises in April 1983 mentioned that instead 
of the ritualistic approach of inducting workers* representa- 
tives into Board of Directors for the formal constitution of 
Committees and Council, the leadership style siioiiid be oriented 
towai'ds participation in management. This could then permeate 
the entire organisation and help in the evolution of a culture 
of participative management. The objective, therefore, may 
be r^hrased from "vrarkers* participation” to "employees* 
participation”, 

7.3 The analysis on management style here is based on 
replies to the questionnaires received from a few past Chief 
Executives and from 6 categories of persons including Chief 
Executives of 1 ^ respondent enterprises* Chief Executives 


of the public enterprises were approached through a questionn- 

ii 

aire and requested to fxirnish information on managonent style 

and related a^ects on the basis of their experience in various.i 

■ 

enterprises* Fifteen replies were received and the same have r 
been summarised in ^pendix XVI. Six questions were framed 

I 

to elicit popceptjton based answers on the subject from persons i 

I 

of respondent undertakings . The following question was | 

asked to seek information on description of style and its ^ 

effectiveness: i 

How woiald you describe your managerial si:yle? 

Which style have you found to be most and least 
effective in your environment? Please illustrate 
with some exanples. 

■ ' '■ 

Style Description ; 

7.4 The management style of the Chief Executive and most I 
of the other executives in 8 high performing respondent 
enterprises (barring CCL) and 5 low performing ones is claimed 
to be basically participative and democratic. In CCL, the 
management style is reported to be^by and large, “task** 
related. The participative and democratic style is described 
as a “relation** oriented approach entailing delegation and 
decentralisation in most ^heres of authority and involvement 


of tlie people in the decision making process. In policy deci- 
sions the participation of the subordinates is limited to 
obtaining different vievpoints and leaving the final decision 
as the prerogative of the Chief Executive and the Board of 
Directors. In other spheres like target setting, formulating 
strategies, product development, distribution and marketing, 
human resource development, contemplating technological changes 
including modernisation etc* , jpeople are fully involved to 
thrash up the issues and after detailed deliberations, as far 
as possible^ arrive at a decision on the basis of consensus 
among concerned persons* In H & D set-up of some enterprises 
like ONGC the leader is said to have adopted a * paternalistic* 
style creating an environment which encourages generation 
of ideas and affords full scope to bring out the best of 
creative abilities among the concerned staff. He carries 
the team mates alongwith in the attainment of the ^ecified 
objectives, and does not force his ideas on them. 

Most Effective Style 

7,5 Overwhelming majority of the six categories of persons 
in the 8 high performing enterprises (exciting GCL) as well 
as in 5 low performing ones, have contended that participative 
and democratic leadership style has been most effective. This. 
style has been found to be very useful in getting the best out 
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of tte team of engineers, scientists, specialists and profess- 
ionals, skilled workers and teclaiicians. TMs has, by and 
large, helped the leader to have a meaningful exchange relation-i 
ship between the superior and the subordinates and enables 
him or her to promote change in individuals, groups and the 
organisation and deal effectively ^/ith the resistance to it. 
Personal contact with individual employees and free exchange 
of views with them has helped in developing healthy work 
culture in the organisation, in building a cohesive and 
highly motivated team and in better communication, which 
has resulted not only in cogent decision making but also in 
their proper and faster implementation. This type of leader- 
siiip style is reported to have integrated the individual needs 
and the organisational objectives. The following are some f 

of the examples cited, v/here participative style of leadership 
has been found effective; ! 

i) Due to participative style of management and 
errgjhasis on human relations the eastern region 
of IOC performed exceedingly well even in an ' 

adverse external environment created by v/ide spread 
agitation by CPI(i-l) • 

ii) In CNGC, the participative style worked well in : 

the timely completion of the development and ' ' 

manufacture of 5^ ton and 20 ton rating rigs. 




iii) In NIC (IhiSP) , the style of intensive consultations 
with the people instead of issuing an executive fiat 
was tried with success in a few mills under the 
company. In Sri Sarada Mills and Sri Bharathi Mills, 
the phasing out and replacement of narrow width 
plain looms was accomplished without resistance hy 
talcing the Trade Unions and the workers into 
confidence. In Balaramavarma Textile Mills, the 
Chief Executive of the unit mill hy seeking the 
willing co-operation of the people could manage to 
achieve success in a sensitive area of keeping the 
labour strength as per industry norm or mills norm, 
and complete the construction work in another textile 
mill on schedule, 

iv) II SCO brought about improvement in work culture 

without any problem by holding meaningful discussions 
with officers at various levels, Officers Association 
and functioning T/ade Unions, 

v) One of the senior executives of SAIL has reported 

that the success of Bhilai Steel Plant w^as the result 
of its excellent team work while the low performance 
of Heavy Engineering Corporation Ltd was duo to non- 
cohesive team at the senior and top level, 

vi) Consequent to the loss of stip'olated Iranian market, 
tile strategy to enter the Japanese and Vie st European 
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markets by KIOC and to diversify with the manufacture 
of sponge iron cane out of the brain-storming sessions 
with the executives at various levels* 
vii) In the BEPL, the participative style of leadership 

is reported to have tackled successfully the problem 
of in ter- departmental coordination, by mailing indivi- 
duals talk to one another and discuss targets, strate- 
gies etc, instead of formally comiaunicating through 
exchange of ra^oranda. 

Least Effective Style 

Autocratic/authoritative style of management or 
dicta to tial/bull dozer approach in dealing with the people has 
been described to be least effective by most of the persons 
of different categories. According to a senior executive of 
NTG (S'iScP) , the old management philosophy of ‘hire^and ‘fire* 
with least botheration of involving the eciployees at various 
levels in the management functioning, does not hold good 
in the present days and positional leadership style tm-ll not 
bring in desired results. A senior executive in BHPL has 
contended that legalistic approach adopted in the public 
sector undertakings where the executives tend to adhere to 
the letter of the law rather than its ^irit is unproductive. 
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The Cidef Executive of HSL is, iX)wever, of the view that "both 
the authoritative and a con: 5 )letely democratic styles are least 
effective. 

Situational Style 

7,7 Some senior executives of the 3 high performing (Q'^GC, 

NIC (TT^ScP) and BEEL) and of all the low performing enterprises 
have contended that it is very difficult to categorically 
brand a particular management style as most or le^st effective, 
single style alone can bring expected results or help in 
managing the role. There are occasions when individual 
perceptions tend to cloud an issue and the leaner has 
to be a bit autocratic to put the system back on its rails. 
Sometimes, authoritative style is adopted by a leader to enforce 
certain decisions forgetting the desired results. The manager ia 
style, according to themy' is essentially situation-oriented 
and different styles are adopted in different work situations. 
The following are the r^orted exaaples where situation 

specific styles were found useful. 

i) The style of a leader in a production unit of BOi* 
was on the one hand to instil fear in the minds 
of his subordinates that they were liable to 
be punished for faults and deficiencies and on the 
other to reward good workers suitably. 
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ii) A functional executive in BEPL successively placed 
junior in the hierarchy . had been deviating from 
the normal style in the organisation depending on 
the attitude and approach of his next senior or 
the Chief Executive, In some cases, he had one 
managerial style while dealing with his seniors 
and another one for his colleagues and staff 
working under him, 

iii) A senior executive in HSL has reported tiiat his 
functioning had been management by force and 
threat and this was found by him to be most 
effective in an environment wheie majority 
of eii^loyees v;ere uncommitted and were responsive 
only to fear , 

Influence of Experiences on Style 

7,8 Management style is the outcome of the management 
philosop ]:?7 of the leader and experience gained in different 
work situations and positions. The style of an executive 
may change tenporarily as dictated by situation or under 
force of directive from above, but the basic style is found 
to be relatively stable. To ascertain the influence of 
particular experiences or events on management style the 
following question was asked; 
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Was there any particular ei^erience or event in 
your professional career that influenced your 
management philosophy and style? If yes, how? 

Please describe briefly, 

7,9 The analysis of e 3 q)eriences or events in professional 
career influencing management philosopy and style, is based 
on replies received from chief executives of 3 high perform- 
ing enterprises namely, IHE, GGL, Q^iGG and a low performing 
company-IISCO; and a fe\^ relies from other categories of 
persons. The Ghief Executives of lEE, GGL and ONGC iiold 
that past background and previous ezperience of working with 
different types of leaders particularly professional lumina- 
ries who have been recognised as effective managers in the 
field, exert considerable influence on the management philoso- 
phy of the person. The Gliief Executive of IBE, in his 
previous assignment in BARG was greatly impressed by the 
freedom of operation given to the scientists and engineers in 
the R & D set up v/hich had its due impact on his functioning 
style in the IRE. The chief executive of GGL and an executive 
director of NTPG by virtue of their intimate association 
with certain professional celebrities in their previous 
assignments absorbed lot of practices to influence their 
management philosopl^y and shape their style. The Chairman 
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of ONGG on account of Ms traMing in the Indian Military 
Academy is said to have imibibed certain basic qualities of 
good leader sMp such as concern for the people, their motivation 
and morale to get results through meticulous planning with dear 
objectives* These traits, according to him, stood him in good 
stead in managing a large multi-dimensional enterprise like 
Ol'JGG in an effective manner. Similarly, a functional head in 
HSL when he was made Chief Coordinator of quality cicles 
found that shop floor workers ^fho were earlier considered 
to carry out jobs meclianically could also think and take 
right iH 5 )lanen table decisions in solving their most complicated 
work related problems. It brought in a new kind of awareness 
in him that this human resource is capable of contributing 
their best through consultative style of functioning, 

7,10 The management philosophy and style of a leader is 
influenced by both negative and positive points in others* 
style of functioning. A fev/ instances of how negative points 
of a particular style influenced the management philosopty 
of certain leaders are cited. The Chief Executive of a Textile 
mill under NTC (QlKi’) observed that ‘divide and rule* policy 
followed by a colleague i,e, keeping one group of en^iloyees 
as supporters and going against the others - though providing 
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hjiB a ten 5 )orary boost, landed him into troxible over a period 
of time. It dawned on him that this policy of ‘divide and 
rule* was not the appropriate approach in the larger interest 
of the organisation, Another senior executive of NTC (IMSP) 
reported that in earlier days of his career he worked in 
organisation with autocratic style of management which believed 
in extracting work by harsh tactics, With adverse results 
witnessed by him in regard to autocratic leadership style, 
he in the NTC was favourably inclined to adopt a democratic 
leadership style. Again, the chief executive of IISGO reported 
that his association with his first boss in professional career 
influenced his management philosophy in his later career. The 
boss in question was, prime facie, a firm believerin functioning 
in an autocratic manner. He was always demanding and apparently 
quite harsh in his dealings. The chief executive of II3C0 could 
see the negative points of this style and rechristened his 
approach into benevolorit autocratic style in IISCC when it came 
to him. 

7,11 In the same way^ the participative, consultative and 
democratic styles practised by certain leaders in their work 
environment with great success has not only reaffirmed their 
own faith in the participative management philosophy but has 
also brought home positive points of this approach for others to 
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inspire them in moulding their management philosophy in its 
favoiir. To cite a few illustrations of how the participative 
style in practice paid rich dividends, a functional chief in 
IOC hore testimony to the fact that due to participative 
style of managemait, the eastern region of the con^jany did 
exceedingly well in an adverse external environment because 
of GPI(10 activities in the region. A Eegional Director of 
a Business Centre in (^GC in his reply has reported that the 
vitality of this management philosophy was put to test, with 
success, when the work on development and manufacture of 
rigs of 5*3 ton and 20 ton rating was completed on time in the 
face of constraints of time and resources. A chief executive 
of a textile mill under NIC (B'l&P) has reported that his 
consultative style of functioning in a spinning mill elsewhere 
paid dividends in dealing squarely with the situation of labour 
unrest and anticipated strike. The Vice Chairman of SAIL in 
his previous assignments including ttet of the Chief Executive 
in Bhilai Steel Plant is reported to liave observed tioat sharing 
of problem with concerned persons and taking a participative 
decision had a great motivational effect on the people to execute 
the decisions faster and wholeheartedly, 

7v12 A senior executive-each in BBPL and HSL has mentioned^ 
events/ experiences which influenced their management philosophy 
and led them to adopt an “open style” of functioning. The 
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responding executive of BEPL i>i one of Ms previous assignments 
elsewhere observed that a shift controller in a working plant 
environment had been following an autocratic style. Inter- 
action between the shift controller and the operators was mainly 
for communicating the instructions, and not for detailing the 
purposes of carrying out the individual activity. This 
demoralised the subordinate operating personnel in the plant. 

It dawned on him that the prevailing style would not work 
for long and it \ias necessary to have an ’*op^ stj-le” of mana- 
ging the situation. This liad brought change in the re^onse 
of the subordinates in extending their willing cooperation 
towards better performance. Another soiior executive 
of Ha reported tliat initially he was very haughty, tcmiperamental , 
over-bossing etc,, believing the manager's role as an authority 
on the men w'orking under him. Once in 1972 he was suddenly 
taken ill on the shop floor and was rushed to the iaospital. 

In the evening, right from the seniormost foreman to the last 
trainee visited him in the ho^ital. This gesture touched the 
innermost chords in Ms heart and convinced him that men working 
under him are basically liuman beings and the manager should 
be mostly human in his dealings rather than bossing type. Two 
senior executives of IOC and ONGG have reported that training 
courses shaped their management philosophy. 
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Management Style and Decisions in Retro si)ect 

7,13 Most of tbs decisions are takon ty the leaders on the 
basis of con^ilete analysis of the situation and in tune witii 
their res^jective management styles, the other hand, 
certain decisions are taken by them during crisis situations 
and these may not be in accordance with their normal style 
of functioning. Prime facie, in both the cases the decisions 
are purported to have been taken keeping larger interests 
of the organisation in vie\^, Bbwever, when seen in retrospect, 
the leader may feel that some of the decisions taken in tune 
v/ith their normal management style have not brought the 
e 2 pect€?d results, while some bold and quick decisions having 
been takw by deviating from the normal • style, since tiie 
situation so demanded, have proved to be appropriate decisions. 

To seek information in this regard^the respondents were 
requested to reply the following question; 

VJhat were the major decision points in 
your professional career as a top/ senior 
executive, and bDW do you feel about them 
in retrospect? Please illustrate, 

7.1^ A few persons have mentioned about major decisions tak^ 
by them in different situations and how they felt about them 
in retrospect. In all these cases^diff erent management styles 
were adopted. Among the high performing respondent enterprises, 
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the chief executive of IBE in tune with his “taslc” oriwted 
management style is reported to have taken in^jortant decisions 
relating to diversification programme for separating individual 
rare earths by solvent extraction method; formulation of 
marketing strategy for sale of products abroad; and lease 
financing of capital projects. Ihese were later found to 
be appropriate decisions. A functional heed in the IOC 
has reported tliat he took a bold decision to reinstate 
6 employees in the eastern region who were under suspension 
for a number of years. These employees happened to belong 
to a splinter union which was trying for recognition although 
it did not have the requisite majority. The situation of 
these CTployees being under su^ension for a long time was 
used by the splinter union to get syrtpath^/and this was 
frequently creating disturbing situations. The decision 
of this functional head to reinstate these employees proved 
to be very timely and appropriate since it luiocked the bottom 
out of -the splinter union and it became a spent-up force. 

An Executive Director of 3 EEL is r^orted to have tak^ 
certain venturesome decisions relating to : (i) transferring 
some individuals of doubtful integrity from key positions 
de^ite all opposition, (ii) building up potential leaders 
and acepeting challenging assignments; and (ili) identifying 
innovative persons for the development of new products. The 
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decisions proved to be right and were in the best interests 
of the organisation. The decision of a General Manager of 
a textile mill under NIC (TMSP) to effect count change to 
suit the machinery condition of the unit and that of another 
General Manager of a textile mill to reorient tha mill * s 
production for Government/ institutional supplies and also 
for exports, according to thcan, paid great dividends to the 
mills* profitability. The General Manager (Marketing) in 
the MTC (TN&P) changed the product mix in such a way so 
that more value added itons like synthetic fabrics, could be 
produced against earlier heavy dependence on the production 
of grey fabrics. It was seen to be right since the average 
sales realisation improved from ils. 6 , 90 /metre to Hs. 13*00/ 
metre. 


7*1 5 Among the respondents from the low performing enter- 
prises, the Chief Executive of IISCO, through a process of 
consultation, took an important decision to use oldjequipment^ 
like Ingot Boggies in soaking pits lying unused for past 
many years even though these were provided as per original 
design. This ii 25 )roved the plant performance significantly. 
The functional head of Gua Ore Mines (IISCO) is reported to 
have taken some major decisions like: (i) reducing manpower 
to the minimum possible extent at ore mines con^jlex for 


judicious deployment of workforce; (ii) maintaining small 
fleet of heavy earth moving equipment for effective capacity 
utilisation thus reducing cost of production, and (iii) utilis- 
ing ' end product (iron ore fines) to the maximum possible 
extent by de^atching fines to Bokaro Steel Plant. ALl 
these decisions, according to him, resulted in improving 
the operational efficiency of the ore mines. The decision 
of Vice-Chairman SAIL to introduce productivity linked 
incentive scheme in the major shops led to motivation and 
team ^irit among the vrorkers to give better production 
oerfcrmance in the major shops* Similarly, the decisions 
of the Executive Director of Salem Steel Plant regarding 
introduction of incentive schemes and quality circles, and 
provision of welfare amenities to the workers are reported 
to have been yielding better results in the plant. Certain 
decisions of a senior executive in the BBPL in regard to 
manpower development by identifying <vork centres* based 
on technical requirement in the lay-out; establishing 
suitable norms for recruitment; development of skills and 
thereby building the hifiyarchy at lower levels within the 
organisation by ensuring them avenues for better career 
growth; and entrusting responsibilities based on knowledge 

and skii 1 during the period of training itself , thereby 


deviating from certain norms hitherto followed, proved heneficia] 
in providing suitable manpower for the organisation, A senior 
executive in HSL took a decision to establish a coii 5 )uter centre 
in HSL during 1985-86, and was satisfied to note that it had 
toned up the operational efficiency of the organisation. 

Moving Around 

7.16 *’Managem^t by Wondering** ( 1 >SW) has been identified 
by some of recent studies as an effective practice in high 
performing enterprises in USA, To elicit information on 
this style in the context of public enterprises in India the 
following question was asked; 

Do you devote time to go around on your 
own in the work areas and meet people at 
different levels? If yes, what is ro uglily 

the proportion of your time devoted for this 
purpose; and how has it helped you in making your 
leadership style more effective? Please give 
some examples. 

7.17 The analysis of replies indicates that going arour«i 

the work areas is practised differently by different executives. 
There are certain exexutives who prefer to meet their subordi- 
nates in meetings or when they call on him for some purpose, 
whereas there are others who consider going around the operativi.^ 
locations as an integral part of responsibility. The unit heads 


or senior executives in Production Departci^it visit the work 
areas regularly on their own. The Chief Executives, too, 
whenever required, are reported to go around the operating areas, 
Senior executives in certain areas like Finance, Research and 
Developmait, Personnel and Administration also are reported 
at times to meet people in their re^ective departoents, 

7.18 The time devoted to moving around the \^ork areas varies 

depending on the work assignment, position in the hierarchy and 
executives* personal attitude. The responses of different 
categories of persons show that the senior leaders, mostly 
in production department or the unit heads, who are directly 
associated with the work areas and the workers, devote roughly 
2^ to of their time in moving around. It has also been 

observed that middle level executives spend comparatively 
more of their time for this purpose, 

7.19 All the executives, with a few exceptions, have contended 
tliat interaction in an informal way v;ith per^ns at different 
levels in the work areas has helped in malcing their leadership 
style more effective by (i) promoting a two-v/ay communication; 
(ii) giving the subordinates an opportunity of inter- acting 
with the seniors, posing their problems to than in a live 
situation and seeking solutions on the one hand and enabling 
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the s^ior executive on the other to take prompt and timely 
decisions on the ^ot; (iii) minimising formal meetings/paper 
work; (iv) keeping the subordinates alert; (v) enabling the senior 
executives to establish personal rapport with the eii 5 )loyees 
and workers* 

7*20 Only three senior executives, one each from iOlOG, 

BHPL and have stated that going around the work areas has 
hardly made any perceptible impact on the effectiveness of 
the leadership style. The Chief Executive of KIOC, despite 
pending time in going around the work areas, could not say 
how this had helped in making iiis leader si^-p style more effective, 
A senior executive in BBPl espressed scepticism on the positive 
in^jact of this practice on the leadership style, A senior 
production executive in HSL has reported that a m;)or portion 
of his time is ^ent in going around the work areas leaving 
hardly any time for planning and developmoit activities. 

Leadership Traits 

7,21 To ascertain the leadership qualities which help and 
hinder the growth of an enterprise, the following question wo* 
asked from different categories of persons; 

Based on your experience, what are those qualities/ 
deficiencies of leadership which help/liinder the ^ , 

growth of the organisation and ho\/? Please illustrate. 
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7.22 There is no single agreed list of qualities of leader- 
ship vhich have helped growth of the organisation, A nuntoer 
of executives in 3 high performing enterprises namely, NTPC, 
WGG and NTC (T^) and one low performing co£i 5 )any viz. HSL 
Jaave mentioned that the leader is required to be a person 
of clear vision to identify goals and objectives; assess 
available resources; set realisable targets; and take 
action to achieve these, A high degree of functional and 
inter-personal skills is needed by him to get a quick and 
clear concept of men and matters in the work environment; 
understand the complexities of the problems at the working 
level; identify and analyse strengths and weaknesses of the 
organisation; ensure proper coordination among various depart- 
ments for promoting a harmonious vrork mvironment; guide the 
work process in an efficient manner; keep watch on the areas 
of possible ^ippages and take mid-course corrective action 
from time to time, A few executives in 3 high performing 
enterprises namely, CCL, a'^GC and NTC (TNSJp) and also 3 low 
performing ones namely, IISCO, BHPL and HSL have mentioned 
capability tc follow a fair but fiim policy while a few otlaers 
in the 3 low performing respondent enterprises namely, SAIL, 
BBPL and HSL have highlighted skill for creating healthy 
corporate culture and sense of belonging and team spirit. 
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7.’23 Participative approach as an effective tool of motivation 
has heen r^orted by most of the executives in 6 high perform- 
ing respondent enterprises namely, NIPG, ICX;, CNGC, BCP, BEEL, 
NIC (3HSP) and V low performing ones viz., IISCO, SAIL, BRPL 
and ESL. Through participation of the subordinates, an 
environment of all-round cooperation rather than of confrontation 
can he created and a collective drive is generated to achieve 
the coveted objective of organisation growth, 

7.^ A few executives in the 6 high perfoiining re^ondent 
enterprises namely, IRE, NTPC, ONGC, WF and NTC (Ti'J&P) 

and 2 low performing ones viz, , BHPl^ and HSL have emphasized 
human approach in dealing v;ith people. It has been reported 
that a leader who reposes faith in the colleagues and other 
enployees and shows concern for them can endear himself to 
the people and can always use thtan as a valuable resource to the 
maximum boiefit of the organisation. The quality of listening 
patiently to the men working under a leader as and when they 
face any personal problan and sympathising with them even 
when he is not able to fully take care of their grievances ani 
going to the extent of visiting them after working hours in the 
event of their sickness, accident and bereavement create a 
lasting bond between the leader and his men. Encouragement and 
appreciation of good work by means of introduction of incentive 
schemes and proper attention given to welfare measures have also 
a good eff^t in bringing them closer to the leader. 
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7.25 Most of the executives of one high perfo^ing enterprise, 
NIC (INSI) and 3 low perfoming ones namely, IISCO, BBPL and 
Ha have highilEhted the l^ortance of effective communication. 
It has been mentioned that the leader should have the ability 
to communicate clearly and be able to pass on instructions 
precisely and without ambiguity. This behavioural sMll will 
not only allow the people to understand the leader easily and 
appreciate his straightforward approach but also help him 
to establish his bonafides and develop better rapport with 

his people* 

7.26 The leadership qualities of professional toiowledge and 
clmpetence have been highlighted in the replies of the Chief 
Executives and number of other executives In the 2 high 
performing enteiprises namely, lEE and NIC (BISS) and two 

^ xH *7 BBPL and ESL for growth of an 

low performing ones viz. j 

organisation. The replies indicate that a leader with sound 
professional hno^edge and competence should have a clear 
perspective of the business and what te demands of people 
working with him to make a success of the venture. A leader 
apart from having a good understanding of the functions he is 
required to perform, should also make it known to his subordi- 
nates that he fully understands the job. His professional 
acumen In the field widl enable him to effectively guide and 
stimulate interest in the team. 
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7«27 Several executives of 3 Mgh performing enterprises 
namely, liS, (^GC and N-DC (IN&P) and 3 low performing ones 
viz, , IIS30, BEPL and HSL iiave iiigHiglited tiie importance 
of personal qualities of a leader for organisation growth. 

The qualities mentioned in the replies are: building good 
self image and projecting a good corporate image; total 
dedication and sense of commitment and unswerving loyalty 
towards the organisation; lx»nesty in facing problems and 
connected hazards instead of sweeping thoa under the 
carpet; integrity and perseverence; firm conviction without 
giving an in 5 )ression that he is wandering in a corridor of 
indifference; having social skills and emotional stability; 
good deal of tact but at the same time not show rudeness in 
his behaviour and setting personal example. 

7,28 The deficiencies of leadership which hinder growth of 
the organisation liave not been ^ecifically mentioned in most 
of the replies. However, a few iiave stated that the absence 
of a judicious mix of qualities mentioned by them is likely 
to hinder the grov/th of the enterprise. 

Tenure of Chief Executive and style 

7*29 With a view to seeicLng perception based replies on the 
subject, the following question was asked from the six categories 


of persons in the respondent enterprises: 

Is the type and effectiveness of the manage- 
ment style related to the pcoriod of appointment 
of Chief Executive? How much minimum tenure of 
appointment do you suggest for effective leader- 
ship style of Chief Executive? 

7>30 Most of the replies have pointed out that the t 3 ?pe 
and effectiveness of the management style practised by the 
Chief Executive is closely related to hjs tenure in office* 
However, some of the executives in one Mgh performing 
enterprise - NTC (B'l&P) and 3 low performing ones namely, 
KIOC, BEPL and ESL hold opposite viewpoint* The Chief 
Executive of the NIC (2'4ScP) considers that tenure of 
Chief Executive n^s no bearing on the type and effectiveness 
of his management style, though a fairly long tenuie does 
facilitate the creation of an impact. This is in contrast 
to the views e:jq)ressed by other executives in the same 
organisation. This view of the Chief Executive is based 
on the Contention that any capable leader irrespective 
of the period of his tenure in office can take bold and 
meaningful initiatives and leave a mark of his leadership 
on the orga ni sa tion , 


r 1 


138 


7# 31 As regards the minimum desired tenure of the Chief 
ExecutiTe, varying opinions have "been expressed in the 
replies received* The Chief Executive of the IRE has 
suggested that in organisations which have taken up major 
projects with a long gestation period, the tenure of Chief 
Executive should cover the full period of a project till 
it attains commercial production. The other suggestion 
made hy a senior executive of ONGC is that the minimum 
tenure of the Chief Executive can he related to the size 
of the organisation. For large con^lex organisations with 
vast geographical spread, like the Q'^GG, IOC, the mnimum 
tenure of a Chief Executive should he 5 years while for 
small organisations with a single cainpus it could he less, 
hut not less than 3 years. A Functional Director of BRPL, 
has suggested that the minimum tenure in new organisations 
should he 5 years and for on-going ones where the systems 
have already been developed it should he minimum 3 years. 
However, the Chairman of CS'IGC lias suggests that there should 
he no limit either in terms of years or date of superannuation 
for the Chief Executives of commercial organisations. He 
advocates the adoption of standard practice in the inters 
national companies, which stipulates that as long as he 
is able to ensure growth and affective operation he should 
not he disturbed, 

■■ ' ; 
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7,32 Til© general opinion expressed, by the Chief Executives 
and executives of the remaijiing re^ondent enterprises is 
that the minimum period of appointment of a Chief Executive 
should be 5 A few Expert Committees that have gone 

into the question of tenure of the Chief Executives have 
expressed similar opinion. The Report of the Committee to 
Review Policy for Public Enterprises under Shri Arjun Sengupta 
(December 19 S^) recommended that Chief Executive and functional 
Directors of public enteiprises sliould be given a tenure of 
5 years, subject to a probationary period of one year and 
removal at 3 months* notice for unsatisfactory performance. 

The Report of the Economic Administrative Hefoims Commission 
on Autonomy and Accountability of Public Enterprises under 
Shri L,K, Jha (January 19^) held a similar view that the 
Chief Executive should be given a contract for not less 
than 5 years in the first instance with a provision for 
extension for another term of 5 years or a contract upto 
his superannuation whichever is earlier. Jha Commission 
were not in favour of placing the person selected, presumably 
after a careful scrutiny, for a topmost position in a public 
ente 3 ?prise by virtue of his background and experience, on 
probation or being given a short terra appointment. 
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Main Findings 


1) LeadersMp sets tone for the organisation. Manager Sj 

for effective functioning, should have leadership style suited 
to the situations in their organisations, Hlhe overwhelming 
majority of respondents favour essentially situation ar^i 
people oriented management style. There are occasions when 
autocratic approach is found useful, Hevertheless, balance 
must predominantly shift in favour of participative, democra- 
tic and pat^m altsbic approach. The style can be effective 
if discussions are used as a part of consensus building. 

It is somewhat similar to the process ^nonawashi* in 
Japan whereby a i 1 sides of an issue are aired, 
ii) No distinct management style is discernible in two 
low performing enteiprises namely, HSL and BEPL, In HSL, 
the entire organisation is said to have been divided in 
groups-ba^ed on castes anu. political beliefs, **Sons of the 
Soil” spirit is fairly deep-rooted. In such an environment, 
cohesiveness, team spirit and unity of purpose among various 
sets of people^difficult to achieve. In the atmosphere 
of mutual distrust, managerial style is practised only 
on individual and self-seeking basis, BBPL is situated 
in a backward area where the heterogenous structure of the 
Community and fragmentat|.on in the form of varying tribal 
loyalties have not provided a congoiial en’toonmeat to build 
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a team ^irit and sense of thonging among the employees* 

In this enterprise, "ttie approach is to meet the day— to‘-ot«xx 
crisis or emerged priorities* The style, hy and large, is 
*manag®aent by crisis* • 

iii) Past hackgroiind of individual traits of the leader, 
training, and his previous experience of working with 
differait types of leaders exert considerable influence on 
his management philosophy and style of functioning, 

iv) In high performing enterprises, the managers genuinely 
base their action on team briefing. The militaristic command 
and control chain must giTe way to synphony orchestra like 
syndrome where the Chief Executive conducts ^ecialiasts 
each functioning with his or her own parts and powers, 

v) Clarity of vision, commibnent to organisation, 
clear instructions, op^ communication, concern for people, 
and^treatment are most commonly mentioned leadership qualities 
which aid managerial excellence, 

Vi)' Managing with given procedures and distinct managerial 
style of senior execu 'dives often poses problems of trade- 
off between discipline and flexibility; and control and 
creation. In growing organisations, the point of balance 
has to shift towards innovation and entr^r^eurship, 
vii) The type and effecitvoness of the management style 
of "the Chief Executive is closely r^ated to his tenure in 
office. Most of the executives have advoca'ted a minimum 


1^2 


tenure of 5 years for a Chief Executive in multi-unit enter- 
prises* In relatively small and on-going undertakings it 
should not he less than 3 years* The *sea gull* management, 
the process whereby new management fly in and make a lot 
of noise and fly off again is not considered to he a healthy 
practice, 

viii) No evidence coiald be gathered in favour of the 
practice of ^transformation’ leader ship style which is said 
to have brought about upward shifts in the levels of pefor- 
mance in high performing companies of the West* Among public 
sector executives in India, relience is seen on ‘transactional* 
style implying exchange relationship between superior and 
sxibordinate and relying on incentives and rewards for improve- 
ment in quality performance. 


8. COBPOIiATE CULTOBE 


8*1 Every organisation iias a ciilture of its own expressed, 
throagh several attrioutes* The organisational ciiltare 
homogenises the individual values and synthesises them with 
the basic corporate values. The cixLtuie can be energetic 
or lethargic. Analysis of the cultural attributes may 
help identifjring deficiencies or strengths in the vjor IdJig 
of the organisation. Research studies conducted have laid 
great emphasis on values and aistinctive corporate cialtures 
for successful functioning of the organisation. For 
reorientation of organisational culture towards excellence 
in performance, the "Seccxid Conference of the Chief Executives 
of Public Biterprises” convened by BPE during may 19^ 
concluded that tiie Public Sector Companies should strive 

to bring about a p syciiological ethos and inculcate in the 
employees at all levels, a sens© of **e spirit de corps”, 
dedication and belonging. It was also emphasised tliat 
for ensuring a truly business culture in public enterprises, 
the present fragmentary approach should be eschev^ed by a 
systems approach. The perception based information on 
shared values, methods of communication and their impact 
on performance were sought through six questions from six 
different categories of persons of the selected enterprises. 


Prevailing Gultural Attributes 


8.2 To ascertain information on ma; 3 or cultural attributes 

in tbe selected enterprises, the following question v/as asked; 

VJhat are the major cultural attributes like 
’’spirit of oneness”, “quality excellence”, 

"customer satisfaction", etc, of your organisation^ 

8.3 Various attributes of shared values have been mentioned 
in the replies. Keeping in view the nature of responses, these 
have been grouped tinder the follotring eight different functional 
aspects of the organisation; 

i) Objectives 

a) Timely completion of work: (NTPC) 

b) Achievement of international standards: (OlilG) 

c) Attainment of objectives: (OiK-G) 

d) Concern for society.: (IOC) 

e) Cost consciousness.; (HGi?) 

f) Result oriented performance: (RGI?) 

g) Honouring commibaents : (NTG-Tl.iSP) 

h) Unanimity of objectives: (IISGO) 

ii) Organisation Belongingness 

a) Sense of belonging; spirit of oneness; sense of 
ownership: (NTPG, ONGC, lOG, RCF, NTC(TI4&P), IRE, 
IISGO, SAIL, HSL, BRPL) 

b) pride and confidence in organisation; (NTPC) 


iii) Quality 

a) Quality consciousness, quality ciieckss (N'lUC, 

NTCCTiW) , HPF, BEPL) . . . ... 

b) Sense of inter-project comparison; spirit of 
competitiveness: (i'ijCPC, NTC-3''i&P) 

c) Quality excellence and assurance (ONGC, IOC, 
RGF, NTC (Ti''M>), IRE, HPF, II SCO, HSL) 

iv) Customer 

a) Customer satisfaction; customer visits and 
contacts; and customer services; (ONGC, IOC, 
BREL, NTC (Tr\BI»), liPF, II SCO, SAIL, ESL, BRPL) 

v) I'joman Concern 

a) Concern for the people: (ONGC, IOC, BLEL) 

b) Team SplrlU (IOC, BREL, NTC (TiNSd^) , HSL, BRPL) 

c) Commitment; (IOC) 

d) Inner Strength for crisis lianoling; (IOC) 

e) Respect and mutual trust; (BIEL) 

f) personal Integrity and fairness; (BIEL) 

g) Maintenance of confidentiality; (3HHL) 

h) Social justice; (NTC-T!\!E:P) 

i) Model employer: (NTC-TNIP) 

j) Safety consciousness: (IRE) 

k) Fair & fiina management; (CCL) 

l) Productivity through people; (SAIL) 

m) Industrial work culture: (SAIL) 

■ vi) Leadership 

a) Participation and involvement of employees in 
management: (NTPC, ONGC, RCF, BPF, SAIL) 

b) evenness: (IOC) 
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Vi i) Mo ti va ti on 

a) Employees* motivation; (ONGG, ICG, IISGO) 

b) Employees* moral^nd discipline: (BHEL) 

viii) Innovation - . - . — - 

a) leciariology improvement; ( OI-iGC) 

b) .Risk tailing; (lOG) 

Analysis of the replies shows that cultural attributes have 
been perceived differently by different people, Ihere seems 
to be ' inadequate understanding, av/areness and iuiowleuge from 
practice considerations. 

Impact of CxlLtural Attributes 

8.4- The effect of ciiltural attributes on working and 
performance of the organisation has been anD^''sed on the basis 
of replies received from the respondents to the following 
question; 

How do these shared values affect day-to-day 
working and performaneein your organisation? 

Please illustrate, 

8*5 Almost all tl^ re^ondents have perceived that corporate 
culture has favourable and positive effects on various a^cts. 
However, they have not illustrated how the shared values have 
brought about these effects. Some of the reported impacts 
relating to different areas are given below: 
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i) Organ! sa tion 

a) Helping organisation grovrth and expansion: 

(ONGC, NTCim^) , IOC) 

b) Building favourable corporate image; (IOC) 

c) Achieving business mission; (BlIEL) 

d) Improved organ'll sa tion effectiveness: (HSL) 

ii) Production, productivity and Quality 

a) Day to day v;orking, vorl^^gn ship and capacity 

u till sa tion; ( ONGC , EOF, /NT<5( Tim) , IP£ , II SCO , 
ESL) . 

b) Improved performance; iiigher out-put; 'oetter 
productivity and yield rates: (OHGG, IOC, Bi-IHL, 
HGF, NIG(Tr^), II£, ilPF, IISCO, SAIL, HSL). 

c) Heduction in do\/n-time of plant and machinery; 

elimination of v/ate; and restrictive practices: 
(NTCCmcP) , .. , liPF, II SCO) . 

d) Achieving targets and time schedules; (i'jTGrll'Ed’ , 
BEPL) 

e) Upholding technological leader sxxLp; 'Jpgradation 
of technology; and introduction of nev; teciinology: 
(ICG) 

f) Keeping iiigh quality and product; and market 
image; (IISCO) 

iii) Homan Aspects 

a) ^irit of involvement, participation and team 
working; (C^GC, BCF, lN!fG(mP) , BEPL) 

b) Motivating employees, keeping high morale; (Cff^GC, 
IOC, N1G(IN&P) , BBEL) 



Sense of pride in work sfid high moral esCKTPC, HSL) 
Harmonious inter-personal re3 ations and peaceful 
industrial relations: (IOC, II SCO) 

Reduction in absenteeism and effective co- 
operation: (BHEL, HPF) 

Creating congenial working conditions: (SAIL) 


Improving relations and minimising complaints 
XI I SCO) 


Suppliers 

a) Making suppliers of plant, machinery and 
equipments for projects quality conscious 
(KIPC) 


Innovation 

a) Introduction of nev7 1 ecionology: (IISCC) 


to be more talked about in meetings and seminar 


— practised in tte organisation and axe not ta>:on vath much 
seriousness. This has adverse impact on performance of 
work culture, commitment to quality excelj once, mor;iLe of 
the employees, harnonising and develor-ing hotflogeneous 


inter-nersonal communication ahd 


•HSL, the ciiltaral attributes are perceived to liave been 
eroded due to segmentation and compartmentalisation based 
on caste and political beliefs, causing widespread depressioi 
and mutual distrust. liowever, customer satisfaction and 
quality consciousness attributes are said to iiave made 
employees proud of their work. In 3BPL, the corporate 
culture is said to be largely on individual basis and vei*y 
high turnover of executives and locational factors are also 
to some extent responsible for it. 

Communication and Pursuance of Cultural Attrioutes 

8.6 The information on means and methods followed in the 
communication and poirsuance of cultural attributes v/as 
obtained tixrough the following question: 

How are these values and attributes communicated 

and pursued in the organisation? Please illustrate^ 

8.7 One of the crucial aspects of corporate culture is 
the means and the mechanism of coimriunica tion and pursuance 
tiirough which its attributes are perpetuated and transferrel 
from one level to another and from one time pei'iod to anotiiei 
in an inbuilt self propelling manner. This requires careful 
planning and systematic approach. The various methods for 
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communication and pursuance of the sliared values reported 
to iiave been used are as follows: 

i) Groups, Forums and Meetings 

a) Shop floor council s/commi't tees and Ussociations: 
(i3PF, NTC(2 nIScP), ire, HSL) 

b) Crea tive thinking group s: ( Cl-JGG) 

c) Quality circles/ Teams: (BEEL) 

d) Meetings and Discussions bipartite forums 
(ONGC, IOC, BliEL, RCF, NTG(I1J&P), IRE, II SCO, 
SAIL, HSL) 

ii) Employees* Unions and Officers* Associations 

a) Meetings v/ith unions and management (ONGC, 

NTG( ’Em) , IRE) 

iii) Management Style, Practices and Action 

a) Personal style of management: (3RPL) 

b) Participative process of manogomont: (IOC, 
NTC-BmP) 

c) Creating ^irit of competition through inter- 
firm comparisons: (NIC - TNSi>) ’ 

d) Practising of attributes and setting examples by 
seniors: (IflPCj IOC, OiNGC) 

e) Inter personal inter- action/discussions: (ONGC, 
NTC-Ti'KcP) . 


f) 

g) 


Seniors visiting work sites: (CNGC) 
Department meetings: (BRPL) 


iv) Systems and Procedures 


a) 'Working vitii time bound targets: (liTG-iiiScP) 

b) Information siiaring at all levels: (3KPL, 
NTC-B'4ScP) 


v) Establislmont of Separate Departments 

a) Quality control/a ssurance department; (K'fC ( 
HSL) . 

vi) Publications and Publicity 

a) louse journals, nevs letters and magazines: 
(OHGG, IISGO, ICG, 3IIHL, SAIL, HSL, 3 PPL) 

b) Girculation of the mission of the enterprise 
(IOC) 

c) ilre and safe'cy bulletins: (3HPL) 

d) Brccliires, paLniil.ets, circulars, vrito-u_,s a 
appeals : (Ci-.d-C, IIIE, nSL) 

e) Display of targets: (BRPL) 

f) 'video films: ( CIJGG) , 

vii) Special Gele'orations 

a) Quality mainoonance r;ionti 4 (IJfG-iillP) 
iii) draining ana Education Programmes and Serainars 

a) Induction/ training; (islIPG) 

b) Training programraes,vorksliop 5 and seminars: 
(OhGG, lOG, SAIL) 

ix) Motivational Approaches 

a) Heuards for high achievements: (MTC-TlvSI*) 





s) social and Giatural Activities 

a) Social & Cultui'al functions: (BHEL) 
t) Community welfare programmes: (3 EEL, BKPL) 

c) Stoorts & Cultural activities: (ONGC, BliEL) 

xi) Monitoring and Eeview 

a) Setting high standards and monitoring effectively: 

( ONGC) 

h) Periodical monitoring reports: (NTG-TI^&P) 

c) Senior level formal review meetings: (ONGC, 
Na:C-Ti'4S:P) , 

d) Constant review and updating of procedures: (IOC) 

e) Attitude surveys thi’ough questionnaires: (Oi'iGC) 

On the oasis of the replies received it is observed that the 
methods of communication and pursuance oi culouial alto-ioutes 
vary in nature and content from enterprise to enterprise. 

The has reported that it does not have an established 

method of coimnunicating cultural attributes. 

Awareness of Cultural Attributes 

8.8 Awareness and ianowledge among the employees about 
these cultural attributes is essential for perpetuation . 

% 
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and practising cultural attributes. Tbe following question 
was asked to seek information on this aspect: 

Do people in the organisation know those values? 

If yesj up to what level these are known and what 

percentage of total employees they form. 

8»9 The extent of loaowldge and understanding of the 

attributes of corporate culture among the employees and the 
scope and content of these attributes bring out vai'ying 
positions. In the BSPL, according to a Ihnctional Head, 
the corporate culture has not yet developed, out its 
importance is being roalisedj the other ibnctional Heads, 
however, assess that it is known to 30 ‘/•^ of one employees at 
the uuper level. Generally, in most of the enterprises, it 
is believed tiiat the corporate culture is known in ihiOC 
('•by and large") , H8L , IISGO (up to opera lor level) , 

iiTG-Tr^d^ (75/-^ 9 C7^/" of workforce) , CNGC (60p upto 

grass-root level) , lOG (90^ , BEEL (all oxecuiive^ 60/a 
non- cxecu live s) , IRE (upto supervisory staff; and 

GGL (all executives anu skilled v;orkmen) . The other 
positions, however, are that (i) tlie attributes of corporate 
culture are knovjn only upto ux^per/senioi’/tecianicol levels 
(HSL, 3HPL)5 (ii) these are talked more than practised 


(HSL); (iii) theSe are mostly known but are able to 

put into practice (HSL); (iv) most of the employees know but 
only 30^0 them know more characteristically (N®C) ; only 
40 /:j of those v:ho ioiow iiave imbibed these attributes (ICKJ)* 

The Trade Union reply from the II SCO, hov/ever, lias mentioned 
that many employees do not knov; tlie attributes of corporate 
culture, Tiiis view is, howev-.r, contrary to the and 
Unit Heads* perception tliat most employees are av;are about 
them. 

Cultural Attributes Contributing to High performance 

8.10 The analysis of the attributes of corporate culture 

which contribute to consistently hdgh performance is based 

on the following question: 

Based on your e:qperience, what are the attributes 
of corporate culture, which contribute to consis- 
tently high performance? How have these developed 
and ciianged in your organisation? 

8.11 The responding individuals belonging to different 
categories have indicated various attributes of culture which 
in their perception contribute to consistently iiigh perfonnanc 
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These haire been grouped under eight diiierent iunctional 
areasand indicated against each responaent enterprise m 
Annexure I of this chapter. It \Jo\xLd he seen from the 
contents of the Annexure that most of the re^ondents have 
perceived the cultural attributes relating to imiman concern, 
leadership and motivation to be of overwhelming importance 
for high performance. 

Influence of Outside Social oul urre 

8.12 The impact of outside social culture on organisation 

behaviour has been enquired tru“ough the following question: 

Uhat Gcpects of outside social culture inil nonce 
XfhB OI*o^ OOliSViOllP? VilB u OliXS 

culture iielp s or hinders '^ho orranxsti bi.cn 
requirements? Please illustrate, 

8.13 Almost all the respondents feel tliat the outside 
social culture and environment influence the organisation 
behaviour in different ways acoording to local attrioutes of 
each area concerned. In BliPL, which is situated in a back- 
ward area, the social structures of the coimnunii^, the local 
culture of aloofness of neither mixing with ouliers nor allow- 
ing others to mix and the attitude of not access ting the cultur- 


from outsio.e the State are reported to have adversely 
affected the organisation requirements of team spirit and 
sense of helonging and oneness* The 'sons of the soil* 
spirit deep rooted in the HSL is believed to hinder grovjth. 
The units of the i'lG? and IOC located in the Bombay region 
get deeply influenced by the region's individual industrial 
culture. With good communication system in this region, 
people in the enterprises are aware of the provision in 
the surrounding onteiprises particularly about welfare 
benefits, labour practices and management practices vrhicli 
influence thinking and employer-employee relations. In 
ONQC, the unstable socio-political sitiiation in the hortk- 
Eastern region results in lower than ej.pected erploratory and 
production activities and tlie high expectation of the 
people in Assam for emplcvinent in OhGG is saiu to generate 
unrest. In hiF, the joint family t;/po of villa ^"culture 
in the area promotes team spirit for bettor performance, 
but is perceived to create groupism, BEEL have established 
their own culture anc. is not influenced by such outsiae 
environmental factors as are detrimental to the organisation* 
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m HSLythe organisation is said to riave been divieea into 
groups based on caste and political beliefs. It i^s been 
mentioned by a number of respondents that tno outsiue 
social culture influences tbe organisation behaviour 
both in a positive ana in a negative vay. Ihe congeidal 
cultural background and environment of engineering colleges 
from whom most of the engineers in ilOG come hod a gooa 
imoact on organisation oeljoviour, 

8. 1U- Besides, the trade ur^ions and the political and 

econcmic environment are also ropox'ted oo e..ei Cj.se in.i.j.uenco 
on organisation behaviour. Trade Unions viih aiverss polio^c 
affiliations hinder organisation uoning > in^ei- 

union rivalry in neighbouring units influences organisation 
beliaviour (II3G0) and politicisation of traae unions has ■ 
led_„to intra-union fights in the organisation (HOG). 

In II SGO^ political instability nod tremendous OxfoCv on 
organisation boiiaviour ana in SAIL tne political anu lav 
and oi'der aspects ana tne government ana pola-tj.Cj.on s 
continuously influence the organisation oonaviour. The 
existence of other public and private sector enterprises 
in the area affects the vorllng of the organisation e.g. 
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ttirougli imions, demand for benefits and velfaro facilities. 
Tlie organisation behaviour is influenced both positively 
and negatively by several location- specific social, economic, 
political and work culture aspects of an enterprise. But 
according to NTG CTI15d>) uhen those get blended into the 
organisation in an appropriate \vay tiirough aeliberate 
managerial action tiiese lead to better industrial relations 
and excellence in performance. 

8.1 5 Main Findings 

i) The cultural attributes have been perceived 

differently by different people and many a time have 
been mixed up with healthy functioning aspects of the 
organ is at ion. 

ii) The understanding, awareness and knowledge of culturaX 
attributes is largely inadequate and unclear from 
practical considerations. 

iii) M^y of the cultural attributes are practised in a 
ritualistic manner rather than as substantive 
commitinents. 'Tnese are talked about and wddeiy 
publicised, but are not practised and pursued in a 
systematic manner. 

iv) The gpproach to develop and practise cultural 

attributes, wherever it exists in one form or the 
other, is fragmentary and piecemeal. 


159 



corporate culture is influeoced by the technic^ 
technological conditions of the plants aPd the 
ds of production perforaiance. 
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9*1 Organisational structure portrays division of work 
among different functionaries and d^artments* It creates 
a network of horizontal, vertical and lateral authority - 
responsibility relationships. New organisational structures 
have been evolved from time to time to meet the changing 
requirements of internal and external environment. Eleven 
questions were framed to get insight into various aspects 
of organisational structure, 

salient Features 

9*2 To get general description about the organisational 
structure the following question was asked: 

What are the salient features and characteristics 
of your organisation structure? Briefly describe ; 

f 

its functioning with reference to its pattern like i 
bureaucratic, divisionalisation, centralisation, matrix^ 

9«3 Ihe operational pattern of organisation structure 
in the enterprises is a mix of “centralisation** and 
’‘decentralisation** with integrating meclianisms, having a 
lot of in-built flexibility to accommodate functional require- 1 
ments* Centralisation is restricted to policy making at the * 
conpany level, and decentralisation is based on divisional 
concept. All the re^ondent enterprises with the exception ol^ 
IRE, EEOC and NTC(TNiScP) have a matrix structure with division- 
alisation in some departments/functions. Divisionalisation in 
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IBE and 0(JL has been fcOLlowed in product! cn areas; in tl» 

N!a»C, it pertains to different power generation projects; in 
the OnIGC, it is regional; while in the BHEL, it is according 
to products. The salient features of the organisaticn strucuture 
in OJGC, NTPC and BHEL are as fcOJLows. In the (WGC, the 
4 regional divisions are headed by Eegional Executive Directors 
who are re^onsible for exploration, drilling and product! on 
of oil and natural gas in-respective cn-land regions and Bonbay- 
High offshore area. The NTPC and BHEL have a three- tier 
organisation structure. In the former, the three tiers in 
the organisation set-up are Corporate Centre, Regional Offices 
and Projects. At the Corporate Centre, the various functional 
specialisations form different functional divisions. The 
Regional Offices look afuer all the pcn^er generation plants 
and transmission lines in their respective areas. The projects 
fonn different Divisions. The three-tier organisation structure 
in the BHEL comprises of corporate level, Business Sector 
l^el and Divisional level. At t}^ corporate level, the 
organisation structure has a Board of Directors presided over 
by the Chairman-cum-^Managing Director. The Business Sector 
has got a number of Divisicns, each handling a group of products. 
Again, each of the products has been organised into a separate 
self-contained unit on the principle of ‘profit centre*. A 
Product Manager looks after each *pr«fit centre*. The marketing 
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ori«itaticn is acMeved throagh the Business Sector Grcups and 
techncOLogy drive is provided hy the Product Manager^’ AH 
these Divisions also, by and large, have functional groips 
in the areas of Personnel, Engineering, Materials, Finance 
etc. The different operating units/divisions are headed by 
Executive Dii^ctors/Group General Managers, 

9,fl The replies of the respondent enterprises further 
indicate different patterns of centralisation** and **decentral- 
isatioi*’, in ONGC, the members of the Apex Body are concerned 
with policy making, coordination and interaction with inter- 
national companies, and execution of policies is decentralised 
in the four Begional Divisions, In another high performing 
enterprise NTC (1N&P) and three lew performing enterprises 
namely, IISCO, KIOC and BBPL a high degree of centralisation 
bceyi reported. In NTC (OU&p) while the General Manager of 
the mil 1 is free to sell yam the price of yarn is fixed 
by the pricing committee at the corporate level, IISCO though 
functioning on divisionalised pattern had centralised the 
main functions of Finance, personnel, Materials, Medical and 
the like at the company level. Each Division reports to the 
Unit Head for administrative contrd and the FunctLcnal Chief 
for functional control under the centralised syst^i. Similarly, 
KLOC have centralised Materials Management, Marketing and 
Finance divisions, and decentralised the functioning of other 
divisions like Personnel and Administration, Construction, 


Operation & Maintenance for tbs sake of operational exigencies* 

In BBPL, limited scope for decentralised functioiing bas be«s 
reported* 

Organisation Layers 

9*5 liie layers of portions in between tbe first line 
supervisors and tbe Cbairman in tbe organisation structure 
reflect tbe chain of command, and the number of persons directly ' 
reporting to each position denotes the ^an of control. It » 

is commonly believed that tbe effectiveness of tbe communication i 
network in tbe organisation depends on tbe number of layers 
of positions and tbe number of persons directly wor Icing under 
them* To seek information on tbe organisation layers and 
bow tiiese affect communication, tbe following two questions 
were a sked: 

i) How many layers of positions have you 

in between tbe first line of supervisors and 
tbe Cbairman in different functional areas 
and wbat is tbe nxamber of persons directly 
working under them? 

ii) Does tbe number of layers of positions in 

your organisation create ccomunica ticn gaps? 

If yes, please give some examples. 

9,^ Replies reveal tliat in 3 bigb performing enterprises 
namely, CCL, IOC and BHEL and in HSLClow performing) there are 
8-12 layers of positions in between tbe first line supervisars 
and the CMef Executive*. Four bigb performing enterprises 
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namely, IHE, EOF, HPF and N!rG C2NSP) and four low perfoorming 
ones tLz., IISCO, SAIL, KICXJ and BEPL iave reported 3-6 layers 
of positions. NnpC have reported eight different grades 
instead of the ^ecific layers of positicns between the first 
line supervisors and the Chief Executive. The grades are 
pre-determined (as are prevail t in public sector iindertaicings) 
and do not necessarily connote levels of responsibility, 
which irrespective of the grades are determined cn the basis 
of actual needs. C^^IGG have not motioned specifically the 
number of layers of positions. 


9.7 As regards the number of persons directly working under 
each layer, replies do not reveal any precise norm of the i 

optimvun span of control. The number of persons directly | 

worldLng under the pec^le at various supervisory levels 
differs considerably depending upon the functional area, I 

workload and nature of assignment, etc. CXit of 1^ respondent ' 
enterprises, 3 high performing companies namely; CCL, In 11?C and 
a'‘JGG and 2 lov/ performing ones viz., IISCO and BSPL have 
supplied information in this respect while tbs remaining 
nine enterprises have stated tiiat the number of persons directly 
worldJig under each layer of position varies. The number of 
persons directly working under each layer in CCL is 20-25; in 
CNGC, it varies from a few (3 io 5) to as many as 30 or more. 

In Nope, the span of control varies from 2 to h persens for 


the first line supervisors and from if to 8 persons in case 
of senior level executives! depending upon the functional 
area. In functions like engineering, the ^an of control 
is less! whereas for works such as site construction, it is 
more, in IISCO, on an average, 4- to 8 persons report to 

level while in BKPL the niimher ranges from 27 to 4-3D, 
the highest being in the Cperations and Maintenance Divisions 
and lowest in the projects Division, 

9,8 The proposition that fewer trie number of layers of 
positions, lesser is the chance of communication gaps and 
vice versa is true in limited cases understudy. In 3 high 
performing enterprises namely, IhE, HPF and NTG (TNiSP) and 
2 low performing ones viz, IISCO and idCC, having fever number 
of layers, no communication gaps are reported. IOC having 
large number of layers lias reported communication gaps. Cn 
the other iiand, 3 enterprises namely, N3PC, BHEL and H£L 
with multiple layers have reported that tiiey did not 
experience any communication gaps, and 3 ccmpanies namely, 

RGF, SAIL and BHPL, having only a fev; layers, were not free 
from communication gaps. (MGG even though a large company 
have reported no comnunicaticn gaps. It seems, communication 
gap depands on multiple variables like leadership style, 
organisation culture, CGL has not supplied any information 
in this regard. 
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Authority and Res5)onsihtlity 

9*9 In an entei^rise, the executives are assighod 
reqponsihilities and are expected to he acccuntahl© for 
performance in their respective assignments. Fop this purpose, 
commensurate authority needs to he vested in them* To seek 
factual information in this regard, to following two questions 
were asked: 

i) VilBt is the system of delegation of 

authority? Enclose copies of important 
circular s/manual s. 

ii) Were tliere any cases of mismatch of 

authority, re^onsihility and acccaint- 
ahility affecting the performance adversely 
over the last 2 years? Please provide some 
examples. 

9.1o Tlie system of delegation of powers is in vogue 
in 1 the fourteen high and low performing respondoit 
enterprises. The Board of Directors wixLch is a top management 
organ in the organisation hierarchy derives powers from the 
Memorandum and Articles of Association, For the manag^ent 
of company's affairs, the executive powers of the Board are 
delegated to the Chief Executive, Taking into acccunt the 
various operational requiremaits of to organisaticjn, the Chief 
Executive, with the approval of the Board of DirectorSf in 
him, delegates specific powers farther down the line to 
Functional Directors, Divisions/Unit heads and other executives 
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frcm time to time. Tbs delegated powers below tbe level of 
Cbief Execative in tbe respcndeit enterprises are r^ or ted to 
enconqpass areas of e35)enditare approval; personnel and adminis- 
tration including discipline, recruitment, promotion and 
training; legal affairs; materials management; commercial 
matters; etc, 3>elegaticn of powers is regulated throughout 
the organisation by means of written communication in the 
form of Instructional Carders/ Standing Orders, Circulars and 
Procedure Manuals, 

9vH The copies of the Standing Order s/Girculars/Procedure 
Manuals etc, have been supplied by 6 high performing enterprises 
namely, CCL, IOC, CNGC, BBEL and NTC (ON&P) and 3 low 

performing ones viz. SAIL, KIOC, and BSPL. In IISGO, a 
compendium of delegation of powers is prepared and distributed 
to al l concerned executives for ready reference. The pattern 
of delegation of powers in these enterprises, as seen from the 
information received, is more or less uniform in tiie sense 
that the powers delegated are mostly of routine nature to 
take care of administrative matters rather than policy 
decisicans. Some variations are, however, seen horo^in the 
delegated powers as ^elt out by the 9 re^ondent enterprises. 
For instance, in the BBPL the delegated powers are not clearly 
defined and approvals of higher authorities are sought &srm 
in small matters, whereas in the CNGC and SAIL these are^ 
more elaborately enunciated. 


9*12. Miffliatch of Aatliority and Ee^onsiblllty; No 
alarming cases of mismatch of authority and responsihi- 
lity affecting performance adversely liave been reported ' 

hy the 9 high perfoitning enterprises and 2 low performing ■ 

ones viz*, IISCO and KEOC* SAIL did not supply any j 

information on the subject. Inadequacies of authority when ) 

I 

experienced are resolved hy respondent undertakings through ® 

.I . 

periodic review of schedule of * Delegation of Powers* 
without affecting over- all performance of the organisation. 

In NIPC, performance appraisal system against targets 
ensures accountability. In BliEL, any mismatch of this type I 
is taken care of by defining tiie re sensibilities clearly, 
vesting the executives vlth comen sura te authority for 
discharging the same and holding the person concerned r' 

accountable. In HOF, vriLth its working style, cases of ' 

mismatch, if any, are instantly sorted out. In 3KPL and ; , 

HSL, some mismatches posed serious problems. In BHPL, 
mismatches occurred due to general reluc'bance on the part 
of the executives to take up responsibility. The individual I 
perceptions tended to breed confusion and lack of proper " 
ccsaraunication, which led to unsavoury situations. In HSL, 
mismatches were experienced at the time when certain matters 
e,g, contract administration and legal matters, were being j 

I) < 

dealt with by several persons with overlapping demarcations.'! 
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fecial Purpose Groups 

9*13 Tbe organisational structures of public sector 
enterprises are changed ^aidngly to re^ond to environmental 
siJifts or some statutory compulsions. However, informal 
organise ticxial forms are evolved and incorporated tlierein 
to subserve specific purposes vjithout affecting the core 
structure. This is done by forming special purpose temporary 
groups like task forces, product teams, project centres, 
working groups, quality circles. 2o seek factual inlormation 
in this regard, the follo\/ing question was asked from the 

respondent enterprises: 

Do you have the practice of forming temporary 
groups like task forces, product teams, project 
centres, worldng groups, quality circles? If 
yes, please give the list of such groups formed 
over the last tiiree years TfJlth the follovd.ng 
particulars: 

(i) purpose; 

(ii) duration; 

(iii) nui^iber of persons in the group; 

(iv) method of deciding its membership - 

voluntary or decided by senior executives 

(v) method of designating tlie leader; 

/ -N whether any formal orders issued for 
forming such groups; 

(vil) any pacific supporting staff provided; 
(viii) nature of documents/reports prepared; and 
(ix) mechanism for follow-up action. 
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9.11, Replies reveal that in the 6 high performing enterprises 
namely, NlPO, IOC, ONGC, BCF, BHEL and HPF, and 3 low performing 
ones viz. , the II3C0, SAIL and HSL there is a common practaoe 
to form tenporary social purpose organisational groups hy 
various units/d^artments all over the organisatlan on a 
continual basis. BBPL has started the practice only recently 
to look into (1) problem areas and correotlve action needed 
in nil manufacture; (ii) Improvement in power plant operations; 
and (iii) pcaicles and procedures. In lEE, the Minerals 
Divisicn has 5 quality circles. In the MTC (a«p) , some 
regulatory functional committees have been foimed as a safeguard 
against any chances of misuse of decentralised authority 
by the executives e.g. Yam Price lixing Ooamittee. In KIOC, 
there is no practice of forming temporary special purpose 
organisational groups like task forces, prcduct teams, project 
centres, working groups, quality circles etc. The CCa, has 
sent no information in this regard* 

9,15 Ihe temporary organisational groups are set up for 
certain ^ecific tasks e,g, developing strategies/Action Plan 
(in SAIL) , for product development and improvement of product 
features (SAIL and BHEL), for revision of installed capacity, 
study of the quality canplaints CHPi^,for taking up management 
and special studies in important areas of operation with a 
view to iG5>roving efficiency or tacKLing pacific problens in 
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in operational areas and cost reduction in Operations 
(WGG). Besides, in BPF the Management constituted fiinctional 
committees such as Operating Committee, Inventory Control 
Committee, Product Committee, Project ImplCTenting Committee, 
Safety Committee, Ihe respondwt enterprises, however, did 
not supply the list of such temporary ^ecial purpose 
organisational groups set up hy them. The list, according 
to them, is too exhaustive, 

9,16 For forming such groups, normally a formal office 
order is issued, indicating the purpose, duration/ time by 
i/tdch the deliberations are eapected to be cocpleted. The 
guidelines followed for their formation are flexible and 
depend on the nature of the task involved. These groups are 
given ^ecific time bound schedule of vrorkLng to complete the 
task assigned. Membership of such a group depends upon the 
requirement of the task, and is decided by senior executives 
or in some enterprises like BCF it is also voluntary. Members 
are usually drawn from different functional areas - Production, 
Quality Control, Marketing etc. Generally the seniormost 
person in the constituted group is designated as the leader 
or convenor. In IOC and RCF, seme supporting staff for the 
purpose is also provided to the Group, whereas in ONIGC and II SCO 
no specific sipporting staff is provided but the Committee or 
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1 

i! 

tbe Group can take the assistance of various concerned depart- 
m^ts* Tiiese groups produced documents like Study ( 

Reports, Long Range and Perspective Plans, Board notes etc. 

The findings contained in these dociaments are reviev;ed by ! 

the functional heads. If recommsidations made by these 
groups are accepted, necessary guidelines are given by the , 

management for their implementation by tlie concerned departmait( s) 
Follow-up is dene at the highest level either by way of reviews * 
through periodical submission of reports or through 

monthly meetings taken by the Chief Executive, 

r 

Board of Directors 

9. -17 The Board of Directors is the icingpin for policy, 

planning, direction and control of the public enterprise, y 

The success of an enteiprise ,to a considerable extent, depends 
upon the quality and contribution of Board members and how far 
the Board is effective in directing the affairs of the business 
to achieve excellence in performance. To seek factual information 
from the re^ondent oiterprises on Board of Directors, tine 

I ' 

follovTing 2 questions were asked; 

i) Vlhat is the existing formation of the ' 

Board of Directors and what are its powers? 

ii) What were the main directions provided by 

the Board of Directors in policy formulation, !: 
investment planning and major operational "i., 

areas of the undertaking over the last j 

2 years? ^ 

I 

■ ' ' ' % /I,'-/, 
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9.18 Composition of the Board ; 21ie Board of Directors is 
presided over "by a fiGLl-time Chairman (IOC, OiNiGC and SAIL); 

and by a Chairman-cum-Managing Director (IRE, CCL, NIPG, RCF, BHEL, 
HPF, NTC (2^) , iOEOC, BSPL and HSL) . In IISCO, the offices of 
Chairman and Managing Director are separate, the former being 
part-time, and the latter being the full time Chief Executive of 
the Company, Besides the Chief Executive, the Board of Directors 
has a complement of full time functicaial directors and part-time 
Directors. Of the rei^oadent enterprises, the 3 subsidiary 
companies najaely, NIC (TM&P) of NTC, IISCO (SAH) , and CCL (CIL) 
have their o\m Boards of Directors tiie canposition of vlfLch 
is more or less on the same pattern as in their respective 
principal holding companies. 

9.19 Replies of the re^ondent enterprises indicate that the 
size of the Board of Directors ranges from 6 to 15 members. 

In multi-unit and multi-dimensional large enterprises such 
as NTPC, IOC, ONGC, BKEL, NTC ( 3'>idP) and SAIL the size of the 
Board of Directors is relatively larger as canpared to other 
companies like IRE, CCL, RCF, EPF, IISCO, IIEOC, BRPL and HSL. 

9.20 As regards representation of Functional Directors on the 
Board, their number in large multi-unit enterprises varies from 
4 to 6 (except NTC {W&P) wherein the number of such Directors 
is 3) while in relatively smaller enterprises like IRE, RCF, 

II^O, KEOC, HSL the maxiimira number of itincticaial Directors is 
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is 1 or 2, C3n the other hand, the number of part-time Directors 
varies from 2 to 6 in different re^ondent enterprises, the 
only exception being the NTC (C'l&p) having 9 part-time Directors. 

/ 

9.21 In tune with the recent trend tov/ards professionalisation 
of Board of Directors, the Chief Executives and functional Directoa 
appointed on most of the public enterprises boards arc professions] 
rather than bureaucrats or politicians. Replies from 1^ re^ponden- 
enterprises reveal that all the Chief Executives ai« profes;d.c«als, 
In I\!!II»C, BHEL and BRPL the positions of Chief Executives have 
been filled by elevating senior executives from \-rithin the 
organisation. The full-time Directors are also all professionals 
with functional specialisation in the related fields such as 
technical, production, projects, finance, personnel and adminis- 
tration, B&D, Marketing, Corporate Planning. Most of the 
re^ondent enterprises have a Director (T^clTiical) and Director 
(Finance) on tiieir Boards. The ovuLy exceptions are IISGO 
having no s^arate Director (Techiical) and IRE with no separate 
Director (Finance), In the ^ respondent enterprises, with no 
separate Director (Technical) , teciinical functions are performed 
by Director (Refineries and Pipelines) in the IOC, by Director 
(Production and Engineering) in the HPF, by Director (Production 
and Projects) in the KEOC, and by Director (Productim) in the 
BRPL. Six high performing multi-unit companies namely, CCL, 

IOC, CX^IGG, BHHj, HP P and NTG (TN&P) and 2 low performing companies 
viz. , SAIL and B^L have a separate full-time Director to look 



after PersonnC. & Administration Department, Thexo is a full- 
time Director to manage the Marketing Division in if respondent 
companies viz. NIPC, IOC, HPF and SAIL. However, the SAIL is 
the only company amcang the respcaident enterprises to have full- 
time Director (Corporate Planning). Thus, it is seen that there 
is relatively more professional! sati on of Boards of Directors 
in the large multi-xinit enterprises except that in the NTC (TT'iSI’) , 

9.22 Part-time Directors appointed on the Boards are officials 
as well as non-officials. As regards official Directors, generally 
three categories of persons are nominated by the Government to j 
the Boards in their ex-officio capacities viz,, (i) officials 
usually, of the rank of Joint Secretary or Additional Secretary, 
of the concerned Administrative Ministry, (ii) officials of 
other Ministries in the Central Government, and (iii) officials 
of the State Government, The concerned Administrative Ministry 
normally have 2 nominees on the Board of each public enterpii.se 
under its control, one represent ing administrative and another 
financial aspect. The nc«-official Directors art? nominated 
by the Government to give representation to certain interest 
groups e.g, industry, business, trade unions etc. The replies 
reveal that in a number of re^ondent enterprises the part- 
time Directors in the Boards ar<fe more tlian the full-time 
Directors, Tliis status is con ^icuou^y present in the case 
of IRE, NTC (TN&P) , KIOC and HSL where around 70 to 80 percent 
of the Board Directors are part-time. The only exception is 
WGC where only 2 out of 10 Ih.rectors are part-time. 
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9.23 Powers; The Cittef Executive is vested with wide authority 
and responsibility to manage the enterprise* s operation, Ihe 
Boards fiinction within the periphery of Government control in 
the matter of decisions on key issues, and have^ limited freedom 
to take policy decisions even regarding production, marketing, 
personnel and formulation of annual capital and operating budgets 
The long term plans and policies are determined by the Board 
in consonance vjith the Government directives, while there is 
some flexibility to determine short term policies and plans. 

There are certain critical areas like Finance and major investment 
^^^here the Government exercises extensive control over the Boards 
of public ente2?prises by nominating a representative of the 
finance Ministry on the Board, and determining the nature 
of major investments by the priorities indicated in the 
national plan, and reserving to themselves the power to 
approve capital outlays exceeding certain financial limits. 

The annual capital budgets of the concerned enterprises are 
also aibjected to scrutiny and approvai-dsy the Government, All 
investment proposals involving an outlay of Rs.20 crores and 
above are approved by the Govemment after an elaborate process 
of clearance5by the public Investment Board of the Ministry 
of Finance. The investment proposals involving outlay of over 
5 crores but not exceeding Rs,20 crores are examined and approved 



by the Expenditure ilnance Coiaraittee, chaired by the' secretary 
(Expenditure) in the Central iinance Ministry. In the matter 
of pricing, the piiblic enterprises engaged in the production of 
petrca.uem and petroleum products, and fertilisers enjoy little 
freedom and are guided by the goverr^nent policy of acinini stored 

prices. 

9»2H in general, the replies indicate that the Board provides 
directions in areas relating to policy matters, investment 
planning and operational activities. Three high perfoming 
enterprises namely, lEE, ONGC and NTG (TNSI*) and three low 
performing ones viz. IISCO, BWl and HSL only have been certain 
instances of directions given by the Board, The IRE has mentioned 
that the directions given by the Board related to: (i) marketing 
strategies for foreign markets, (ii) diversification plan for 
separating individual rare earths products of Id-gh value, 

(iii) modernisation and replacement programnes for Rare Earths 
and Minerals Divisions, (iv) formation of OSGCl'a as a subsidiary 
of IRE; (v) financing of new projects costing up to Rs.10 crores 
by leasing, and (vi) wage settlements effective from 1.7. 19^5* 

The CNGG indicated the instances as (i) strengthening the 3 
existing R & D Institutes and setting up of 2 new Institutes - 
of production Technology and Engineering and Ocean Technology; 

(ii) making the R & D Institutes ‘Project Centres*; (iii) formu- 
lation and approval of Perspective Plan for Environment Managemeni 
and (iv) Setting up of a separate department of Safety and 
Ehvironment. The NTC (TNSR) Board is r^orted to have approved 


modernisation project for improving product range and teciinology* 
Among the low performing enterprises, directions given by II SCO 
Board are reported to bes (i) maximising sale of scrap and 
secondary products, and (ii) enhancing expenditure for improving 
the health of the plants and equipments. The directions given 
by the BEPL Board have been;(i) restricting investment to on-going 
projects, and (ii) planning refinery and petro-chemical production 
for 5 years. The ESL Board issued directions in respect of: 

(i) recruil 3 nent, strength of employees and wage structure; 

(ii) reduction of expenditure on establishment and (iii) dealing 
directly witii manufacturers for purcliase of materials. The 
remaining 6 high performing enterprises (CGL, N!]I>G, lOG, HGF, 

BHHL, BP I) and 2 lov/ performing companies (SAIL and ICEOG) have 
not given any instances of directions given by their re^ective 
Boards, 

promotion of Innovation 

9,25' Generation of new ideas is not the-^sole preserve of 
the high eschelons in an organisation. Even the anallest 
person in the hierarchy can infuse some fresh thinlang on 
crucial a^ects. The organisational structure plays a vital 
role in promoting innovation among its employees. To seek 
factual Information from the respondent enterprises on the 
subject the following question was asked: 
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Does your organisation structure have 
in-built provision for promoting innovation 
at individual and group levels? Describe its 
salient features and experience of its operation 

9.26 Replies indicate that there is some in-built provision 
in the organisation structure for promoting innovation at 
individual and group levels in almost all the respondent enterprise, 
A low performing enterprise - BBPL - seems to be the only exception 
in this regard. The Chief Executive of BBPL has pointed out 

that innovative qualities of the staff are recorded in confidential 
reports and are taken into account for promotions. However, 
one of the Functional Directors contends tlriat since BRPL 
is a single unit organisation at one location v;ith restricted 
areas of functions, saturation has already set in and the dances 
for in-built provision of promotion of innovation in the company 
are, thus, very limited. By and large, the executives and others 
in the workforce find it hardly attractive to apply their minds 
to think of some innovations in the worlang of the company, 

9.27 iffPC working style is reported to provide considerable 

amount of flexibility to the employees for using their skill or 
expertise to innovate in their assignments, IOC, right from 

its inception are said to have an open communication culture 
which encourages initiative to make innovative suggestions 

as part of job assignments. The socialised departments such 
as Training, Technical Services, Management Services, Bmnan 
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Eesource Development and Corporate Planning are constantly helping 
this process. In ' ONGC, creative thinid.ng groups have "been 
set up for encouraging generation of new ideas, and system of 
recognising innovation introduced through a ^ecial publication 
’•PACE settee**. As experience, it has been cited by the ONGG 
that innovation in (i) rig transportation had improved drilling 
efficiency and production facilities, consequently bringing 
about cost reduction; (ii) development of a Ptat Hole Drilling 
Device has brou^t about a saving of Rs. lakhs in foreign 
exchange; (iii) development of a photoinclinometer instrument 
is likely to bring about saving of foreign excliange of 
approximately 0 100,000 per annum. In HSL, the organisa tional 
structure v/ith vertical and horizontal linkages is reported 
to afford considerable scope for matrix management and promote 
innovation at individual and group levels. 

9.28 In the 6 high performing enterprises namely, IRE, GCL, 

RGF, BHEL, HPF and NTC (Tl^iSP) , and 3 lew performing ones viz, , 
IISGO, SAIL and KIOG, the promotion of innovation at individual 
and group levels is practised through suggestion schemes. In 
addition, 3 enterprises namely, IHE, BEEL and 3FF have Quality 

Circles to promote innovation. The Quality Circles meet periodica: 

■ ■ ' * 

to identify, analyse and tackle manifold problems in the areas 
of quality, production, product improvement, cost reduction, 
safety and even in marketing. The Suggestions Schemes aim 
at encouraging the eiipldyees to come out with innovative ideas 
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for product development, improving productivity or enhancing 
efficiency in operations etc. In BEEL, during the year 1985-86, 
over 16,000 suggestions are reported to have oeen received. 

The “Cash Your Idea" Scheme, as it is knovm in the HPF, has 
worked very well in “boosting the morale of the employees wlio 
gave many money- saving and time-saving ideas in various areas 
of operation. In the ONGG, besides tiiese usual incentives, 
accelerated promotions and advance increments are otlso given. 

Change of Structure 

9,23 Changes in organisation structure are necessitated 
by several factors such as modifications in policies and 
strategies, internal and external environmental impacts, 
growth orientation. To seek factual information in tliis reject, 
the follov/ing 2 questions v7ore a si-zed: 

i) Bo you have a practice of periodically 

reviewing the structure of the organisation/ 
departnents? If yes, how it is done and 
when was it done last? PleaSe illustrate, 

ii) Was any study made for assessing the need 
for change of the structure of the 
organisation at central and departmental 
levels? If yes, vdien was such a study 
(ies) made, who iiad undertaken it, and 
what were the changes introduced base<i 
upon the findings of the study(ies)? 

9*30 Replies of the 1^ respondent enterpJrises have indicated 
that there is a common practice with them to review the organisati 
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structure as and v/hen required. In Seme, it is a continuous 
process of review and updating. Seme of tlie enterprises undertake 
studies on the subject as a part of internal exercise, while 
a few others have also engaged reputed management consultancy 
firms/ organisations for re-structuring their set-up. The 
changes in the structure ha ve^ generally manifested in tl]© 
reorganisation of various departments/fiinctions or the creation 
of new Divisions. 

9,31 Three high p erf oiming respondent enterprises namely, 

ONGC, RGF and NTC (IH'J&P) and 2 low performing ones vis., 
xCEOC and HSL have r^orted that changes in the organisational 
set-up have been introduced only through periodical ieviev;s 
and no specific study has been made for the purpose. Such 
reviews are, by and large, made by a few senior officers 
in the enterprise. Some of the few illustrative Cgses of 
reviews are as follows: 

( i) In ONGG , the la st review wa s done in 19 82 through 

SSi-JOT analysis and a reorganised set-up on the basis of regional 
business centre concept waS introduced in July, 19<^. Tlie 
restructured organisation on these lines did not work wen 
and further changes were made by replacing the regional business 
centre concept by regional divisionalisation with ONGC being 
an apex body. 
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(il) The NTC (TNSP) A»w>^anised its Retail Marketing D^artoent 
and reduced the number of Divisions to 2 from 3 d.U'® "to changes 
in the environmental situation, 

(iii) A con^rehensive review of the organisation in HSL was 
last done in March 1982 for establishing stabilised strength, 

9,32 Two high performing respondent enterprises namely, BHEL 
and HPF, and 2 low perfoiming companies - IISCO and SAIL 
have reported that studies vrere undertaken by them internally 
to restructure their organisational set-up. The illustrations 
of specific studies undertaken and changes introduced by them 
are; 

(i) In BREL, as a result of a study at the sectoral level 

in association with its Corporate Planning Department in 1979-80, 
3 Business Sectors namely, Pov/er, Industry and Transportation 
were formed, and a new Division called Service After Sales 
Division was created. Another study made at the corporate 
level in 1985 initiated the posilioning of Product Managers 
in the congpany to promote the strategic ‘Profit Centre* concept, 
putting higher thrust on product--vuse operations. 

(ii) During 198^85 when the HPF proposed to enter into 
new lines of business activities, on the basis of a study 
of its Industrial Engineering Department, the organisation 
structure was suitably changed to create new Divisions, 
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(iii) (Ehe re¥iew of the organisation structure in reject 
of 11^20 is done "by the Holding Company and the subsidiary 
company has only limited freedom to make changes in depart- 
mental structure. Based on a study in the middle of 1985 
at SAIL corporate level, the reporting levels in IISCO were 
reduced from the then existing 10 levels to ^^5 levels, 

(iv) As a result of a study in SAIL, the respon^bility 
levels below the General Manager were reduced to 5 scales 
in the plants, 

9,33 Iwo high performing respondent enterprises namely, IHE 
and IOC have reported that besides internal exercise of review 
they engaged outside management consultancy agencies to 
assess the need for change in the organisation structure. 

The IHE reviewed its structure in 1978 and created new Division 
namely. Project Division to meet the need of changes in strategy 
and growth pattern. Similarly, on their own, a review for 
reorganisation of the Acco;ints Department of the Thoriim 
Division was also undertaken. Besides, IRE entrusted to 
1-xBS Services Pvt, Ltd a comparative study of IIlH and 03C0M 
project combined and IRE with OSCCSi as vrholly owned subsidiary 
of IRE, The IOC engaged a few outside agencies such as 
Administrative Staff College of India, National Productivity 
Council and, Founda tion for Organisation Research to do some 
studies for restructuring the organisation and on the basis 
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of these studies, the company introduced changes in the units 
as well as at Head Office, Besides, at its own level, IOC 
conducted in 1986 a major study to go into the eristing 
structure of the Marketing Division followed hy a similar study 
initiated for corporate office in the year 1987. 

9,3^ Tvto high performing respondent enterprises namely, 

CGL and NIPC and a low performing company - BHPL - engaged 
outside agencies to conduct specific studies to restructure 
their respective organisation set-up. In CGL, tlie organisational 
structure was built on the basis of in-depth studies by 
Administrative Staff Gollege of India, Indian Institutes of 
Management and other consultants. In HIPC, as a result of 
intensive studies made by certain management consultancy 
agencies, reorganisation of structure waS lately done in 
1985* Ihe BHPL finalised its organisation structure on the 
basis of a fresh grass root study conducted by National 
productivity Council during 1935 - 86 * 

Main Findings 

9 * 35 ' Ihe information received from the rei^ondent enterprises 
on tiie various facets of organisational structure was found 
to be of Varying degree of completeness and conceptual under- 
standing, and has constrained the analysis presented in the 
chapter. The main findings are ammarised belows 
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of these studies, the company introduced changes in the units 
as well as at Head Office. Besides, at its own level, IOC 
conducted in 1986 a major study to go into the existing 
structure of the Marketing Division followed by a similar study 
initiated for corporate office in the year 1987, 

9.3^ T\-jo high performing respondent enterprises namely, 

GGL and NIPG and a low performing company - BRPL - engaged 
outside agencies to conduct ^ecific studies to restructure 
their re^ective organisation set-up. In GGL, tte organisations 
structure was built on the basis of in-depth studies by 
Administrative Staff College of India, Indian Institutes of 
Management and other consultants. In NfPC, as a re gilt of 
intensive studies made by certain management consifLtancy 
agencies, reorganisation of structure waS lately done in 
1985. The BBPL finalised its organisation structure on the 
basis of a fresh grass root study conducted by National 
productivity Council during 1985 - 86 * 

Main Ilndings 

9 , 35 ' The information received from the re^ondent enterprises 
on tiie various facets of organisational structure was found 
to be of Varying degree of completeness and conceptual under- 
standing, and has constrained the analysis presented in the 
chapter. The main findings are auamarised below: 


1) T2ie operational pattern of organisational 
structure in the re^ondent enterprises is 
a mix of ’’centralisation” and ’’decentralisation” i 
•with integrating mechanisms, liaving considerahle | 
in-huilt flexibility "to accommodate functional 
requirements. Centralisation is, by and large, 
restricted to policy maiing at tlie company 
level, and decentralisation is based on 
divisional working designed -to -bako care of 
production areas or different projects or various 
product centres. The mix of "centralisation” 
and "decentralisation" differs from enterprise 
to enterprise, 

ii) 3y and large, enterprises having fewer layers 
of positions are relatively better placed in 
establishing effective system of communication, 
coordination and control than the ones having 
large number of such layers. Vjith the increase 
in the number of layers of positions, the ciiances 
of communication gaps are greater. This is, 
however, true in limited cases under study, 

iii) The system of delegation of pov/ers, as in force 

in tlie respondent enterprises, primarily encompasses 
areas of expenditure approval; personnel including 
discipline, recrui-ttient, promotion and training; 
legal affairs; materials management; commercial 
asatters. The pattern of delegation of pot/er 
or less uniform in that -whatever pov;ers are 
delegated down the line relate to routine adninis- , 
trative matters rather than policy issues. 

iv) Ho alarming cases of mismatch of autlioii "ty and ’ 

responsibility adversely affecting the performance 
have been reported by the re^ondent Q iiigh ' 
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performing and 2 of the^low performing 
enterprises namely, BBPL and HSL. Inade- 
quacies of authority have been taken care 
of by i) periodic review of delegated powers, 

ii) redefining the re sensibilities, 

iii) vesting the executives with commensurate 
pov;ers and iv) holding the person concerned 
accountable, 

v) Most of the resondent enterprises are said 

to iiave a cormnon practice of fonaing temporary 
organisational groups like task forces, product 
teams, project centres, working groups, quality 
circles etc. in various imit s/departments all 
over the organisation on a continual basis 
to subserve ^ecific ends. These groups 
produced documents like TB/wPRs, S%dy Reports, 
long Range and Perspective Plans, Board Notes 
etc. The rocoamiendations aiade by the Groups 
as accepted by the Management are implemented 
by the concerned dGpartmont( s) . 

Vi) The nimiber of members in txie Board of Directors 
of uhe respondent enterprises varies from 6 to 
15, the size being relatively larger in mulii- 
unit and multi-dimensional enterprises, as 
compared to that in the snail companies, 

vii) The positions of Cliief Executives and full-time 
Functional Directors are reported to be filled 
by professionals. The part-time Directors 
appointed on the Boards are officials as v/ell 
as non-officials. In a number of respondent 
enteiprises the par -U time Directors are 
than the full-time Directors. 


more 
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•vlii) The Boards function vdtMn the periphery 
of Government control in the matter s^of 

to 

decisions on key issues and^have limited 
freedom to take policy decisions even 
regarding production, marketing, personnc;; 
and formulation of annual capital and 
operating budgets* 

i^O There is some in-ouilt provision in the 
organisation structure of all the 

respondent enterprises (excepting BEPL) 
for promoting innovation at individual p 

and group levels. In majority of the p 
Ca se s , tlU s pi'ovi si on op ora te s in the 
form of suggestion sclicmies for providing i' 
suitable incentives. | 

x) The organisation structure of the ! 

respondent en to r^o rises is reviev;ed 
periodically by the enterprises 
themselves and in a fev cases v/ith 
the help of nanagomont consultancy 
agencies. The changes are reportod to 
be made on that basis. 


10 , staff and skills 


10,1 The staff and. skill attributes of excell ance relate 
primarily to the human resource in the enteiprise. Improper 
manageaidht of this resource may lead to poor perfoimance, 
unsatisfactory industrial relations, low morale and 
indifferent attitude. Human Resource Development has assumed, 
considerable significance in the public sector enterprises. 

Out of 1^ production enterprises, $5% of the total i.e, 79, 
have their own training institutions. The direct emplojment 
including casual employees of all the public enterprises went 
up (by 50jS) from l4- lakhs in 197^75 bo 21 lakhs during 
1983-84-. The 14- respondent enterprises account for about 24-^ 
of total employment in all the public enterprises. The 
average annual per capita emoluments, on the other hand, 
increased (by 190^) from Rs. 7400 in 1974-75 bo 8s. 21675 dui*lng 
1983-84-. During 1983-84-, about 1.5 lakhs employees (nearly 
7^ of total) were in executive or higher cadres. A.t the end 
of 1983-84-, over 5^5? of tcp executives were in the age-group 
of 50 years ^d above, which brings out significance of 
succession ^d career planning in manpower managooent. The 
labour cost as percentage of total production cost ranged 
from ijg in petroleum to 4-9^ in coal sector and the gross 
block per employee varied from 8s. 0,4- lakh in consumer goods 
industries to Rs, 8,8 lakhs in power sector. The labour 
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productivity in terms of value added per rupee of msJipower. 
cost rgffiged from Be. 0.86 in consumer industries to Es. 22*7 
in the petroleum sector; and eaaong the 14- entei^rises 
selected for this study^, ONGC had the highest value added 
of te. 27.^ per rupee of manpower cost aPd HSL had the lowest 
corresponding figure of Rs. 1.26. Sixteen questions were 
formulated to obtain factugl and perception based 
information on various a^ects relating to staff and skill 
frcto different categories of persons of the respondent 
organisations. 

Manpower Planning 

10.2 Manpower planning is the first step in effective 
utilisation of the human resource . fhe infoitnation on 
different assets of manpower pluming was sought through the 
following question: 

Do you prepare manpower plans? If yes, indicate the 
frequency of preparation and please enclose a copy of the 
latest plan. 

10.3 Five high performing and four low performing enterprises 
pr^are manpower plans annually* Ih IRB, “whenever new 
projects are planned for implemaitation, necessary provision 
for manpower requirenent is included as part of Project 
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Report/ Detailed Project Report”. In CGL, manpower budget 
is p reared annually giving area- wise existing manpower and 
additional persons required for increased production. NIPC 
pr^ares annual manpower plans for executives aid non- 
executives and for different d^artments. It ^so has a long 
tern manpower plan up to 2000 A.D. Ihe Himai Resources 
Development Department does manpower planning in IOC, by ahd 
large, on an annual basis. The absence of a manpower plan 
with a longer perspective could be one of the important 
reasons for inadequate career and succession planning in IOC 
as brought out in the SWOT analysis. However, in IOC ”an 
integrated system of manpower planning has beai designed to 
forecast the manpower need in a longer time frame (Corporate 
Long Range Plan, IOC; September 1985) • "The basic philosophy 
governing the manpower plan and development in ONGC is 
focussing attention on high technology areas. The manpo^^^e^ 
plans for indfitction of executives are prepared annually. The 
forecast for manpower is made once in 5 years. These are 
continuously monitored, re-assessed and revised whenever 
necessary”. In RCF, ^Manpower plans are prepared at the time 
of a project feasibility report” and a 'permanent set up for 
operating plant is separately ^proved by the Board”. BHKL 
prepares the manpower plan once a year at the time of 
formulation of Annual Performance Budget. The details of 
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supply and demand forecasts and additional requireoents of 
manpower are worited out according to a manual developed for 
this purpose. In HPF, manpower assessment is said to he a 
continuous process of review assigned to the Industrial 
QigiiE ering Department. In HTC (Oa^dP), "though manpower 
requirements are assessed periodically, there is no formal 
manpower plan". In IISCO, ‘manpower budget* is prepared 
annually hy IISCO Board and GMD and SjlL Board. In KIOG, 
sail and HSL, Him an Hesource Development plans are prepared 
annually. "While SAIL has been preparing manpower budgets on 
an yearly basisj manpower planning vd-th a longer range 
perspective has not so far been done systanatically” 

(Corporate Plan up to 2000 A.D. SAIL , May 1987)® In BBPL^new 
plants have been coming up in phases and the manpower position 
is reviewed continually; the National Productivity Council 
is ^so reported to have conducted a manpower study for them. 

Recruitment of Executives 

10. With phenomenal growth of public sector enterprises in 
terms of sine and complexity, fast changing teciinology and 
market conditions aid' growing realisation to prof essionaUse 
m.anagement at all levels, the recruitment of right type of 


200 


personnel has assumed, added irnportaiice. 'Ihe analysis cs£ 
methods of recruitment at manageri^ and supervisory 1 evens i s 
based on factu^ information furnished in r^ly to the 
following question: 

V^hat are your methods of recruitment at managerial and 
supervisory levels? Please give separately for last three 
yea.rs the number of persons recruited through (i) open 
comoetitionj (ii) campus selectionj (iii) deputation from 
government departs entsj Civ) deputation from public 
undertakings; (v) through promotions from v/ithin conpany; and 
(vi) other sourceso 

10.5 In high perfortning enterpri ses, the patterns of recruitment 
methods - i) controlled and co-ordinated by corporate 

office in the case of mwlti-pdant enteivj rises (HlPG, ICC, OIMC, 
HCF and BHEL); ii) recruitment largely at the induction level 
(NIFC, BTiSL); iii) mostly through open conpetiticn in almost 
gll enterprises except in IHB and GBGC where + 5 - is hy 
open competition and the remaining by pranotion. In the low 
performing enterprises also the recruitment is reported oo be 
largely through open coupe tit ion with some varia.oj-ons - open 
conpetition recruitment only when dtpartmaatal candida.tfcs are 
not available (KIOC), the managerial posts are filled up on 

all- India basis and supervisory positions by promotion. 




10*6 In IHS, r«cruitment for managerial and supervJacry posts 
is done through op^ competition by means of advertisements 
apd interviews* During 1983“85» ^7% posts were filled up by 
open competition and 50^ by prcmotioi . Promotion is done in 
the usual way baeed on good wofk, conduct, length of service 
and Salifications. In CGL, recruitment of managerial 
personnel is done by the Corporate Office of Coal India Ltd. 
Policy and rules of promotion have been laid down. During 
1984-85 to 1986-87 almost the entire recruitment in NIPC was 
done by opeaci advertisement under the Executive Trainee Schemes. 
IOC is reported to have a well defined recruitment system. 
Recruitment for managerial posts is done at the corporate 
level largely thvough open competition. The promotion policy 
has been evolved after discussion with officers associations 
and unions and on3,y higher level posts are filled up by 
promotion based on merit and seniority. In (UGC, reciaitment 
at the lowest level is by open advertisement and for next 
higher levels it is by promotion. JDuring the three year 
period 1983-84 to 1985-86, nearly 44-5^ were recruited by open 
competition and ^6% by promotion. In the pronotion policy of 
the OHGC the requiremoits of the organisation and aspirations 
of the people have been kept in view, career growth has been 
given great importance and minimum three prcsnotions are 
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assured to eacii employee. The methods of promotions are 
interviews and *^eer Assessment iiRalysis”. In RGF, recruitment 
is clone by open competition and campus selection* Promotion is 
subject to availability of vacancies and is based on suitability 
assessed through interviews. In BHEL^ all recruitments are 
made at induction level except in certain cases at middle 
level. Daring 198^86,60^ of positions were filled by open 
recruitment, y$% by deputation and 5% by campus selection. The 
premotion policy in BHEL is r^orted to be career oriented* 

In HP F, the recruitment is mostly done through notifications 
and advertisements and during the three years 1984-86 all the 
managerial and supervisory level vacancies were filled up 
through open competition. In BTC (©iiSP), the recruitment for 
supervisory level is direct and for managerial level it is by 
promotion. During the three years 1985-86 to 1987-88 direct 
open recruitment was about 20^ and promotion was 80^. There is 
a formalised promotion policy and senior! ty-cum-suit^ity is 
followed as the basis for promotion. Manage ent trainees are 
recruited centrally by SAIL corporate office and posted to 
plants. In II SCO plant , during 1983-84- to 1985-86, 57 % 
recruitment was through Management Trainees and 24-^ was through 
open competition, in -the Salem Plant during the same period 
almost 80^ recruitmsit was through Management Trainees and 
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open competition. For purpose of premotion and career 
planning, «xecutives of SAIL have been classified into 

four managerial Oftdres viz.. Junior Managerial Cadre, 
Managerial Cadre, S^ior Managerial Cadre and Top Managerial 
Cadre. Promotion policy and rules have been formiilated by 
the Corporate Office. There is reservation of vacancies for 
internal promotion. Promotions upto Managerial Cadre are 
made by local management and for senior and top level posts 
by the corporate office. The criteria followed for 
promotion are appraisal reports, qualifications, interviews, 
eligibility discipline (vigilance clearance). In KIOC, 
recruitmert by open competition is undertaken, firstly when 
suitable candidates are not available departmental! y and 
secondly, for inducting "Graduate Ehgineer" trainees. There 
is a promotion policy under which lower level posts are 
filled by selection on merit and others on "seniority". 

There is no formal method of communicating promotion 
prospects. According to Hrector (Projects), the recruitmert 
in BBPL is on all- India basis for managerial level aPd by 
internal promotion for sup ervi so ry 1 eve! . 'The form^ 
promotion policy is, hov/ever, being developed. The 
recruitment in by advertisement is not restricted to 

extern^ candidates only. The promotion policy is said to 
be need based. 


Personn^ Maouals 


10*8 The factual infoitnation in this area was obtained 
through the following questions 

Do you have any personn^ manual (s)/standing ordersrof the 
compahy? If yes, please enclose a copy. If not, please 
describe how personnel matters are dealt with* 

10*9 Most of the high ahd low perfonaing enterprises are 
reported to be following personnel manuals, personnel rules ahd 
standing orders. IRE is reported to have prepared standing 
orders for all units. In CCL, Personal Rules have been fr««ed 
and standing orders are being finalised. The NTPC has a 
system of deciding on personnel policies and procedures in 
collective foium; they have not mentioned anything about the 
Personnel Manual; draft standing orders are said to have been 
developed for use on projects. IOC have prepaKid personnel 
manual and standing orders. In ONGC, regulations are r^orted 
to have be^ framed with the approval of the central 
government , RGF have a standiw^ order manugl and is reported 
to be updating the Personnel Manual. In BHSL /’Personnel 
Manual updated in July 1985, is being followed and each unit 
has its own certified standing orders. HPF has standing orders 
applicable upto workers* lev^ and managerial and supervisory 
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staff is governed by Holes fram eat based on modeO. rules of 
the government. The NTG have standing orders and 

Personnel Holes. IISCO has a formal standing order. In 
SAIL, the Personnel Manual was prepared in 1982 and updated 
in 1985j standing orders for non- executives are being 
followed. KIOC is reported to have "well defined personnel 
policy", certified standing orders for workers and seorvice 
manual for others. The BBPL is reported to be drafting 
Personnel Manual of their own ^d the 1 00/ IP Ca. manual is 
being followed for the time being; standing orders have 
been prepared as per legal requirements. HSL is r^orted to 
have the Personnel Manual and the standing orders. Most of 
the enterprises have not provided copies of the personnel 
manuals and standing orders. 

Homogenisation of New Executives 

10.10 Anew entrant neejds to be ^propriately inducted and 
oriented to the working of the enterprise. This helps the 
executive to get homogenised with the people in the 
organisation and develop a sense of belonging, pride aid 
canmitment towards the enterprise. The factual information 
in this regard was sought through the following questions 

How do you homogenise new executives into the organisation 

culture by socialising their attitudes, habits and values 
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for fostering co-operation, integrity and cantnunication? 

Please briefly describe the relevant laethods* 

10«11 Jlmost all the enteip rises are reported to have 
induction prograjmaes of one kind or the other foy new 
executives, but these emphasise more on the 30b training 
rather than on homogenising them into organisation culture* 
There are no pacific methods followed for homogenisation* 

The methods vary from well designed incJuction training 
programmes to ’*brief on-the-job training”* In IRE, induction 
is by interaction with employees, informal gatherings and 
discussions with superiors* In CGL,the homogenisation is 
said to be done through training and continuous inter- action* 
In NTPC^the homogenisation is done by introducing the new 
executives to the mission and working of the organisation 
through induction programmes, placement in concerned work 
tean and social and cultural activities* In lOC^one year 
induction programme for trainees is conducted. In QNGC^well 
designed induction training progranmes are conducted and 
efforts are made to effect cultural transformation through 
planned methods* In RCF, management trainees are recruited 
and exhaustive training is given for years in different 
disciplines and in attitudes, habits, culture etc* In 
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the new oitrants are put through an intensive induction 
training programme for one year; one senior executive is 
made incharge of V5 trainees for their socialisation into 
the organisation.IaHPFynew executives undergo systematic 
rotational training in different d^artments and a nine-month 
on^ the- job training. In NTC (HJ&P), homogenisation is said to 
be dcaie through brief on-the-job training. In IlSCO^new 
executives undergo orientation and exhaustive training 
programme and spend some time in the department in which 
they would be absorbed. In SjilL gfid in its plants, new 
executives undergo training including on-the-job training. 

In KIOG, induction is dene through '‘Planned Training Module 
for Graduate Bfigineer Trainees'* involving "Glass room 
training " and "woiis: experience" by attachment to differert 
dep artel ents. . In BBPL^ honogenis ation is done through 
Induction Trailing Programs, started in 1985, and other 
training programmes. HSL is said to have a "well defined 
process of induction". 

Perfobnance jippraisal 

10.12 Hie performance appraisal system is of crucial importance 
to; (i) gauge the effectiveness of the executives at 
different levels; (ii) h^p in improving the performance; 
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(iil) reward; (iv) effect appropriate promotions Eind 
trapsfers; and ir) design training end development 
programmes. The ah^ysis of the performapce appraisai 
system of the executives is based on the factual information 
supplied by the enterprises in their replies to the 
following question: 

\‘/hat are the methods adopted for appraisal of pe rfbmapce 

of the executives? Please describe briefly. 

10.13 jai high and low performing enterprises have the 
practice of iinnusl ^praisal Reports. In ONGC^it is 
supported by the systems of self- appraisal and of fixing 
targets for executives in production depaPtnant s where 
quantifiable. i^paPt from self- appraisal, HPF have the system 
of review discussion with the executives. The performance 
appraisal system in NTPC consists of stipulation of targets 
or work performance norms for each executive, periodical 
ev^uation and review of performance on this basis, annual 
appraisal of executive's cai^abilities and potentials ^d 

follow-up and counseling. ICC provide for counseling 

and are planning to review their system of performance 
appraise to bring it in line with organisational reality. 
Processes like annu^ goal setting, maintenance of significant 
events diary and sef-deveopment diaries are und er 
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consideration. A data based regular subordinate counsellittg 
is proposed to be part of this ^praisal system* In BHSi, 
s^f- appraisal foimats for senior ececutLves and performance 
^praisal formats for middle an<i junior level executives 
are used; voikshpps are conducted to generate awareness about 
feedback and counselling. The targets are also fixed for 
executives in a measurable and well defined manner in 
production departments in CGL, RGF, NTC - TN<SP (with 
difficul talcs'^. NTPC have also the system of perfonsance 
indices* In IRE, it is reported to be difficult to fix 
quantifiable targets for each executive* 

10* 1^- The low perfoming enterpri^s - SAIL, IISCO, KIOC and 
BRPL have supplemented the jpnual jppraisal Reports with the 
system of perfoimapce indices rating scores* SAIL (in eluding 
IISCO) also hold review discussion, provide ccwnselling and 
fix quantifiable targets in production dqjartment for 
executives. KIOC provide counselling and also fix (^Effitifiable 
target in product! cxi departienb for each executive. BRPL fix 
performance target in production d^artment with some 
difficiaties and HSL feel that the system of fixing quantifia- 
ble targets for each executive is difficult to evolve* 
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Career Planning 

10. 15 Factual information on career planning was obtained 

through the f cal owing question: 

Do you have career plan? If yes, how is it operated? 
Please enclose a copy* 

10.16 analysis of the replies indicates that career planning 
on individual basis has not been taken up in an organised and 
formal manner in most of the respondent enteiprises-among 
four high jj.'erforming enterprises viz., IRE, CCl., RGF, NTG 
(TH(SP) and four low perfoiming ones KIOC, SAIL (including 
IISCO), and HSL. According to SAIL, it is not possible to 
foimulate career plans for individual officers, and KIOC* s 
thinking is that it is too early for them to evolve career 
planning system. Career development is based on vacancies in 
BBPL and it is operated on adhoc basis in HSL. However, in 
the ONGC, HPF ^d IOC, career planning is said to have been 
undertaken in a regular way. In NIPC,the scheme of career 
planning for ClLJfCCMtives successively consists of rotation in 
two to three r^ated areas of work, specialisation to 
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consolidate proficiency and experience gained, and general 
manaiement* 

10.17 In ONGC, foil owing st^s are said to have been t akoi for 
Career planning: 



i) Creative talents of executives are given due 

recogniticxi by way of incentives and. publicity* 

ii) Creative working groups/forums have been constituted 
for discussing woik related problems and solutions* 

iii) Information is collected on the strengths and 
weaknesses of each individual executive and on 
respective needs for s^f- development* 

iv) Executives are encouraged to become members of 
professional institutions/ societies* 

v) Computerised personnel information system has be^ 
introduced to maintain complete biodata of all 
executives* 

vi) A continuous process of training it*s snployees to 

improve their professional competence right from the 
stage of induction onwards has been evolved* 

In BHSL, the potential and performance of individuals are 
matched with organisation needs through the perforaance 
appraisal system and career path for individuals are marked 
on this basis* 

10.18. In HPF, talent is discovered and nursed so that vantage 
positions are filled with the best man available. Management 
trainees are recruited and groomed to various executive 


positions. Officers are encouraged to t aKe up prof essionaX 
courses for personeX growth and updating their knowledge. 

Quite oft^ they are given challenging tasks to prove their 
worth. Through the salf- appraisal scheme, the executive 
becomes conscious of achieving the target for his survival. 

To combat technical obsolescence, officers are sponsored to 
trade fairs and overseas training. The system of career 
dev^opment is based on the need for achievement, power and 
affiliation. A high overall level of motivation is considered 
by HPF management as success in managerial effrts. In IOC, 
“the plan envisages elements like foraiulation of career plans 
for different professional areas and identifying the strengths 
and weaknesses of the individuals and to the extent these 
are identified, provide necessary inputs. The inputs are 
in the areas of training & development, job rotation and 
transfer” (Corporate Long Range Plan, 1985-90, I0C,p.l58). 

Incentives, Rewards and Recognition System 

10.19 Thenaed for improving productivity and performance in 
public enterprises has been widely recognised. For this, 
motivation through incentives, rewards and recogniticaa plays 
an important role. In this connection, the reapondents 
were requestfe<4 to r ^ly the following question; 
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Do you have incentives, reward and recognition system in 
your organisation? If yes, how are these operated? What 
are your suggestions for improvement? 

10.20 !Ehe practices of incentives, rewards and recogiition 
Vary widely both among the high and low performing enterprises. 
In a large number of cases, the suggestion and award system 
has been described along these practices. Anong the high 
performing enterprises, in IRE incentive scheme in the 
Rare Earths Division only; and rewards scheme in the 
Minerals Division, are functioning. Anew scheme has also 
be^ introduced for giving advance increments for acquiring 
additional qualifications. In GCL, there is no regular 
scheme of incentives and awards except that incentives are 
provided through prcmotion. In K'fPG,the incentive schemes in 
operation are - (l) for completing projects in time, ii)for 
maximisation of cspacity utilisation and cost reduction, 
iii) for best-plant performance, iv) for safety awareness, 
apd v) for maintenapce of good and haimonious industrial 
relations in projects. In IOC, a productivity linked 
incentive bonus schane is in operation invCO-ving unit-wise 
monitoring against targets of various performance indicators 
such as refinery throughput, sales, fuel and loss in 


refineries, operational losses, yi^d pattern, overtjjne etc *• 
Goals are jiso set for each unit incharge and perfonaance is 
judged against the sane* In the Western region particularly, 
there has been a tradition of recognising perfoitnance in 
areas falling outside the scope of the job. Promotions in^he 
organisation are primarily based on merit- cum- seniority* The 
OKGC have financial incentive based on productivity and 
perfoimance, and non-finapcial rewards, awards and recognition 
schemes. Due regard is given to working conditions and 
safety of employees. The schemes are said to be working well. 
In EOF, a multi-factor incentive scheme linked, with perfoimance 
is in operation in the production, bagging plant and marketing 
departments. However, the Chief Esecutive Officer feels that 
the drawback in the Group Incentive Scheme is that the 
non-perfonmer also gets incentive payno^t. The Thai Unit of 
RCF has Various types of incoitives schsnes - productivity 
linked incentive scheme, suggestion scheme (under which 
rewards are given) and safety schemes. Due recognition is 
given for perfoitnapce with respect to quality. In BHa,the 
schemes relate to ; (i) individual/ group incentives at unit 
level for shop floor employees and at plant Jevel for all 
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aiiployees, smd (ii) certificates.; eppreciation letcers, 
oral praises for meritorious service perfor.;i-j:!ce« In 
addition to profit-sharing bonus schene, a syst«i of 
incentive bonus has also been introduced in she KPF, Non- 
monetary incentives are also provided. In addition, a 
suggestion scheme is in operauiun. Keeping in view 
Varying backgrounds of the acquired mil3 s, KrC(Ti'5I’) have 
framed various systems of incentives, rewards and 
recognition. According to toe Q-ID, promotion is one onD. y 
incentive provided and productivity linked bonus needs to 
be introduced. Productivity linked efficiency based 
incentives are operating in certain departments cf almost 
al3 the mills viz., Swadeshi Mill s, Pioneer Spinijers, Somar 
sui'idarain Mills, Bal aramavar^a i’sztil e .-.ills, Pankaja .-.ills; 
?nd S' 3 l-es incentives in Hegi<.jn. 2 l Mg.r;:eting Division 
C. Murugah Mills, Erishnsveni Mills, H.r.C. Marketing 
Division and Chi P. Mills. In ere is no casn. incentive 
schene in Bharathi Mills (bub good work is recognised and 
publicised). Awards are given for attendance in 3hri Hanga 
’7il as Mills, and for improving quality in .iaJ. a.ramavarma 
Tex t il e Mills, Pankaj a Mill s, Shri Hahga Milas Mills, 

C. kturugan Mills, Sri Sarada Mills and Chi P. Mills • 
awards are given for profitable suggestions in seme 
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departments of NIC coiporate office and in some ccostituait 
mills. 

10.21 Aaong the low performing enteiprises, in SAIL 
(including IISCO), incentive, reward and recognition system 
based on production and perfomance is in operation in the 
plants in addition to a suggestion and award scheme. The 
laboar union of this enterprise, however, feels that the 
schemes are outdated, tradition^ and irrelevant. The 
Coiporate Planning D^artment of SiHL realises that these 
can be further improved. The Qua Ore Mines of IISCO suggest 
that individugO. merit reward should also be introduced. In 
KIOC, there are merit award and suggestion schemes* Gash 
awards of Rs. 1000/- are paid to executives and of Rs. 500/- to 
non- executives. Cash awards up to 10^ of year* s savings from 
suggestions and letters of appreciation are givei to 
non-manageri^ anployees. In BRPL, no incentive, reward or 
Recognition system seems to be in operation in the Refinery 
Projects and Finance Division. In the Petroehoaicals 
Department, product! (XI incentive based on perform^ce is given 
at coiporate level and by promotion at individual level . A 
draft of the incsitive and suggestion scheme is, however, said 
to have been prepared for the enteiprise as a whole. In HSL, 
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incaitiTe scheme is said to be existing in Ccsmmerci^, 

Industrial fiigineering and Cost Redaction, Ship Repairs ahd 
Off-shore Platfoim Departments. !Ekie scheme of incentivfr.c\im- 
rewards was tried in the Production Department, but it had to 
be withdrawn becaise it did not yield good results. The 
Departmental Heads themselves felt that the scheme was 
neither effective nor operated sincerely (commercial department^ 
it was geared to shops capacity and not to corporate mission 
(Industrial aigloeering and Cost Reduction Department ); and 
was not working well and required improvement (Ship Repairs 
Department and Off-shore Plaifoim Deptt.). There is no 
incentive scheme in Oitfit, Personnel, Coramerci^ and 
Technical Departments. The Staff Association of HSL- is of 
the view that ad-hoc incentive scheme was operated for 
sometime, out was discontinued later, and suggest that such 
a scheme should be properly dra^^ up and implemented. The 
Chief Manager (Commercial) proposes that more emptiasis should 
be given to incentives, norms should be established and 
productivity linked incentive scheme should be designed. The 
Cash awards scheme is operating for acquiring higher 
qualifications and giving beneficial suggestions. The Manager, 
Training DepaTbaait feela that the rewairds scheme worked 


initially later people lost interest in it. 

Job Botation and Birichment 

10.22 Research findings show that job enlargemmt spd 
rotation contribute to improving morale and perfomance; 
making jobs more challenging and affording a sense of 
accomplishment leading to greater job satisfaction; and 
promoting fresh ideas and dynamisa, breaking rigidity in 
attitudes and behaviours and encouraging co-operation. To 
elicit infoimation about these aspects the foil wing question 

was asked; 

Do 5CU hsTe systems of Job rotation aid Job enrichment? If 
yes, please describe how these are operated and with vhat 

results. 

10.23 Anong high performing enterprises, in lEE, Job airiohmait 
Is done through training and there is no Job rotation. In CCL, 
Jr* rotation is said to be achieved by transferlng etacutives 
from one place to another. In NIPC, there is a system of 
rotation as a part of the sohme of career planning but there 
is no forma system of Job enrichment. In IOC, Job rotation 
is apart of career developm ait plans. In CHGC, Job enrichment 
is done through participative management, effective training 
policy and productivity linkent incentives and Job rotation 
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for vriLdening experience opening channeis of growth 
forms a part of career planning sch^e with a w^l defined 
transfer policy. Both job rotation and job enrichment are 
said to exist to some extant in RCF* In BHEL, %e^ing in 
Tiew the organisational plan individual ca^'eer planning is 
dole. It has resulted in availability of trained manpower 
for various jobs from within the organisation”. In BPF,job 
rotation is avoided to preserve the consistency in qud-ity; 
and job enlargemait plan is implemented by: (i) allowing a 
higher grade employee to tgjce the responsibility for the 
work done by the employee in a lower cadre and train him or 
guide h^ appropriately, and (ii) making the job performed 
more meaningful and satisfying to the employee through 
integration of different job elements. In HTC (a3J&P), job 
rotation is followed only to a limited ext ait. 

10,2^ Jtncaig the low p erf oiming enterprises, in SjffL, 
(including IISCO), job rotation is done for different 
functional areas and for high performance within the 
Department. In KIOC, the employees are assigned different 
jobs according to suitability at periodical intervals within 
their areas of work, e.g. from one production unit to aaiothesf 
and similarly from maintenance jobs to other areas. This has 
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enriched the jobs of the employees and has also benefitc< 3 t the 
enterprise in filling up vacancies. In HSL, foitnally defined 
systems are not in vogue. In BRPL, the method of job 
rotaticaa is feilowed in projects, but job enriciuient is yet 
to be introduced. 

Innovations 

10.25 improvements in methods of work and product are 
useful in many ways. The perception based infoma^ion on 
their related aspects vas sought through the following 
question: 

How do you encourage at in dividu^/ group levels, 
innovations for improved metnods of work and product 
develofiaait? Do you provide some financial support for 
this puipose? What is the extent of failure tolerated by 
the organisation for development and implemaitation of new 
ideas? Please illustrate with important innovation (s) 
over the last three years. What are your suggestions for 
improvem^t? 

10.26 imong the high performing entei^:>rises,in IfiE ^employees 
are encouraged to give suggestions through “suggestion boxes" 
and awards for innovaticns and improved methods are given in 
the Minerals Division. CCL has not given reply to this 
question. In N!I!PG,a comprehensive suggestion scheme has beoa 
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introduced* As apart of this scheme^ pah discussions 
orgaPised for encouraging innovations; Quality Circles are 
operating in some of the projects; an Action Plan has been 
fonnulated to implement Value aigineering ideas and a formal 
B & B set up has be®i created. In lOC^ there is a suggestion 
scheme and rewards are given. These have resulted in several 
innovative ideas ^staff. The R ft D caatres deal with developmaifc 
of new ideas. Task forces are appointed to solve specific 
problems. Management Committee Meetings decide course of 
action in major problem areas. Quality Circles are in 
experimental stage. In OKGCj individual and group level 
innovations are encouraged through • aiggestion Scheme* and 
financia rewards. The Officers Association representatives 
feel that all facilities are provided for innovations and 
product development. They have suggested that a ^ecial fund 
should be created for tbis purpose. The Research Institutes 
of ONGC, however, feel that the^exi sting schemes need to be 
improved and pecmle are required to be trained and made to 
believe that the innovations will be useful to the 
organisation. In RCF, innovations and improved methods of 
woik are encouraged through suggestion scheme supported by 
awards and rewards. In BHSL, suggestion schemes are used to 
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encouraS® soploy®®® coine out witii innovativ© i<isas»IXirf.ng 
1985-86, over l6,000 suggestions were received* Quality 
Circles play a vital role in seLf-actualisation. Sa^'ety 
consciousness has laininiised loss due to unsafe practices* 

In HPF, cash awards and merit certificates are given for 
innovative ideas* In NIC (TN&P), different practices are 
followed in different units of the ent era rise to promote 
innovations. In some units, suggestions schanes are operated, 
financial support is provided and awards and prizes are 
given. In certain units, encouragement is provided to small 
groups to tackle major problemsjfor example, in the Bhara‘tl<A 
Mills, reducing one motor resulted in a saving of rupees one 
lakh annually* In some other units, innovations are 
encouraged by group discussions and seminars* However, in 
certain other units Ce*g* B* Textile Mills , Pankaje Mills), 
there is no scheme and foimal organisation for innovations* 

10*27 Anong the low perfoiming enteip rises, in IISCO no 
financial assistance is provided, only material assistance 
is given and if proposal is accepted all expenditure for 
implementation is undertaken. The Labour Union leaders of 
IISCO, however, fe^ that these schemes are not enough and 


most of the woikers do not fully know atout them. In SAIL 
(including II SCO), innovations are encouraged through 
ftiployees Suggestion Scii®D®j cash awards, rewards, merit 
certificates and quality circles* In KIOC, iaQ)rovanents in 
productivity have been achieved through rewards both to 
individuals and groups under suggestion scheme and through 
implementation of the accepted suggestions* In BEPL, a 
’’Draft Suggestion Sc’neme is said to have been prepared and the 
process of providing encouragement for innovations is in the 
formative stage. However, in the Pet ro- Chemicals D^arbaent 
importance of improvements is comoiunicated in D^tt*/Shop 
floor level meetings and some improved methods have been 
evolved on group basis resulting into two new products* A 
suggestion has beai made that a full-fledged Training Centre 
and a R & D Centre should be established in the Petro- 
chemicals Department for exposure to latest changing 
technologies at international level. In HSL, innovative ideas 
are encouraged through suggestion scheme and by giving cash 
rewards and certificates. General perception is that there 
is no provision of financial support for innovation but 
according to G.M. (Design and Mateilal) and G.M. (Production) 
it is provided. The D®I (Ship Repairs) has suggested that 
the anployees should be encouraged more vigorous y and the 
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snount of Cash award should be made more attractive. 
Redressal of Staff Grievances 

10. 2B Grievances of one kind or other do arise aPong 

staff members as a group or as individuals on account cf 

working relationships and conditions. The perception based 

infoimation on different aspects of redressal of grievances. 

was a^ed through the following question; 

What is the mechanism of redressing the staff 
grievances? How has it worked over the last three 
years? What are your suggestions for improveaent? 

10.29 The mechanism and procedure for redressal of 
grievances sjaong the enterprises varies. On the whole, the 
mechanian in rq)orted to be working wall in IRE, IOC 
(CMD and GCai - Finance) ^HPF (CMC), RCF (Chief EfC ecu tive 
Officer) and NTC (TNdp) - GMD. In CCI^no formal grlev^ces 
machinery and procedure is reported to exist for executives. 
In IRE, grievance procedure has been drawn up and a 
Grievance Ccsnmittee has been set up. In CCL, the 
redressal of grienvances is donethrough meetings with 
individuals and there is no procedure for executives. In 
NTPC, a time bound three stage proce^re is operating. In 
I.G.C., a wdll laid out procedure is operating through 
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bipartite fomms. In 0 NG< 3 , a four stage and time bcaind 
grievance handling procedure has been evolved and 
grievances are treated on top priority in orderly wayi 
but in the Indian PetroloLim Institute op^ door system iB 
followed. RCF, have a staff grievance redressal procedure 
and employee counselling, BHa are reported to have a 
well laid out formal scheme for redressal of grfevances for 
workmen, officers and staff. !Rie grievances are also 
brought out at informal communication forums. In HPF, the 
procedure is said to be simple. In the NIC (TN&P), the 
redressal of grievances is done in different ways in 
different units through grievances cel3 , counselling, 
unions and direct representation, discussion meetings aid 
grievances committee. 

10.30 The mecnanism suffers from several deficiencies. 

It is not working well for non- executives in IISCO 
according to the MD,and as per the Labour Union 
representative it is not uptodate and is irrelevant and 
one-sided. In the U^jain unit^the staff grievances 
machinery is r^orted to have worked well for past 3 years. 
In the HSL, according to one perception, it is said to be 
working w^l (CM Production, Chief Manager Personnel) 
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whereas according to the others- the mechahi^ exists on 
paper only and staff as such have lost faith in it (Chief 
Manager, Commercial), the redressal of grievances "is a long 
drawn affair" (Industrial aigineering & Cost Reduction 
Dq)tt.), procedure is "elaborately defined" and due to lack 
of co-ordination the redressal gets delayed (Staff 
Association)* 

10.31 Whereas some respondents have mentioned that the 
grievances redressal procedures are working well in their 
organisations, only a few, mostly lov^ perfonning enteiprises, 
have offered suggestions for improvement on the following 
lines; 

(i) The grievances procedure should be time bound, 
quick and participative and solutions, not 
clarifications, should be found through two-way 
conmunication system (IISCO, HSL, BRPL). 

(ii) The interference of unions and associations 
should be reduced (HSL). 

(iii) The f emulated grievances procedures need to be 
implemented more effectively. (IISCO, HSL,KIOC, 
BBPL, CCL). 

(iv) Forums should be created where Officers 
Association can jointly deliberate with 
management (CCL). 

(V) The "C^jen door" systan of handling grievances 
should be replaced by a formal systan (CCL). 


Training and Development 


10*32 For successful operation of an enterprise, training 

and development programmes for the executives on a regultf? 

and continuing basis are essential* These are required to 

be planned aid implemented on the basis of properly 

identified and duly assessed nature and content of the 

need both short term and long term* The description of 

mechanism of assessing the training needs in the publjc 

enterprises is based on replies to the following question: 

Do you periodically assess management and technical 
training needs of the organisation? If yes, please 
describe how it was done last? 

10*33 training needs are gonerally assessed annually 

through Departmental Heads/ Training Departoient along with 
performance appraisal* The methods vary widely from those 
simply based on individual requiremaits to those taking into 
account also the corporate plan, needs survey data and 
updating of executives on new developm^t. Aaong the high 
performing enterprises, in IBE the assessment of training 
needs which has been started only recently, is done by 
Heads of D^artments and Unit Heads. In CGL^needs are 
based on information collected through a format of the 


Training Department, In the NTPC, the managerial, tecimo- 
manatgeilaOL and technic^ training needs of executives, 
both at the individu^ and group lev^s, are assessed 
through different methodsj (i) interviews with Heads of 
the DepaTtsaents; (ii) training requirements arising out of 
coiporate pi ah; (iii) tra.ining requirements to update 
executives on new developments and new trends; and (iv) 
survey of training needs. Individual level training 
needs are identified at the time of annual appraisal report 
and as apart of planned job progression. In IOC, training 
needs are identified through annual performance appraisal 
and coianselling system and discussions. In ONGC, training 
needs are periodically assessed and are identified by each 
executive and by functional head/business group. In HGF, 
needs are on the basis of individual requirenents. In BHEL, 
the tecimical and manageri^ training needs are assessed 
once a year along with the annual perfoira^ce appraise in 
respect of executives of the„ .coiporate cadre. This was 
introduced only two years back and is also proposed to be 
gradu^ly extended to executives b^ow coiporate cadre. 

In HPF, idOTtification of needs is based on performance 
appraisal and discussions. In the NTC (lN&p),the assessment 
of training needs is r^orted to be done, but no details of 
how it is done have been provided in the ^swer* 
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JSQong the low performing enterprises, in S£EL end 
IISGO training needs are assessed annually based on 
requirements identified in performance appraisal and a 
training pi ah -"Training Approach Plan" has been recently 
pr^ared identifying priority areas# Training Advisory 
Ctoramittees have been set up in each unit. In KIOC, training 
needs are assessed every year and executives are sent out 
for training, and the conpaPy also have a small ' in-house 
training department. The training needs in HSL are 
assessed by calling proposals fran Divisional Heads, In 
BBPL,the training department assesses the needs, 

Manageoiant Training 

10,35 To ascertain information on the number of executives 

trained in the management improvement prograames, the 

following question was asiked; 

"What was the number of executives and their percaatage 

to total, trained in management development progr^mes 

organised separately by the company and outside 

agencies over the^three years? 

last 

10 .;^ imong the high performing enterprises, in CCL, 60 ^ 
executives have been trained. In NTPC, during 1984-85 to 
1986 - 87 , about 3700 executives (forming abort 31^ of the 
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total) have been trained of which 60% were through in-house 
progranraes and hO% by external agencies. IOC have reported: 
very small percentage of employees are trained outside* In 
the year 1986, 785 programmes have been organised by us* 

We have trained 12,000 employees'*. In 0I;GG, on ah average, 
4-500 executives have been trained annusdly during 1983-34- to 
1985-86, foitning about 32 to 35% of the total number.- Most of 
the executives hawe been trained through in-house programmes* 
The RGF have mentioned:" It spends quite a significant sum 
on training both within and outside the company including 
even foreign training. Almost every-body is trained atleact 
once in three years". Ko data have , however, been given in 
the reply, BHEL are reported to have given training, on an 
average, to 25000 employees annually tnrough Training and 
DeveLopment programmes during 1983-34- to 1985-86. The 
number of executives trained only through Kanagenent 
Development Programmes has njat been mentioned separately. 
About 95 % of the employees trained have been through in-house 
programmes. In IRS, the information is said to be not 
readily available. In HPF^on an average, 160 officers have 
been trained annually during 1983-84- to 1985-36, forming 
about 50 to 75 % of total number of officers. In NTC(TfJdp^the 
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niaaber of auperrisors aPd managerial personnel trained has 
Varied widely from year to year - being 4-10 in 1985-86, 222 
in 1986-87 md 122 in 1987-88. The total number of supervi- 
sors and managerial staff has not been mentioned. 

10.37 iSmong the low perfoiming enterprises, in IISGO the 
average number of mxecaitivas trained in management 
development during the three years 1983-34- to 1^5-36 is 
reported to be about 560 ( 30 ^ of total strength), out of 
which ^out 20% have been trained through their own 
programmes. The SWOT analysis for the company undertal^en 
in Feb. 1984- has, however, mentioned that "Training and 
Developmoit facilities are not adequate". In different SAIL 
plants gnd units the number of executives trained has been 
54^ during 1984-85, 69^ during 1985-86 and 4-1^ during l986- 
87. Over 90^ of the training provided has been through 
in-company programm®s. In KI0G,the percentage of manager!^ 
and supervisory personnel trained in Management Development 
Programmes has been 11^ in 1983, 7% in 1984 and 1985* In 
BRPL, according to Director (Proj ects)^on an average^ 30 
officers have been imparted training annually during ihe 
three years 1983-84 to 1985-36, and it has also been 
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r^orted: ”ill senior managers right from senior engineers 

have received in- house/ external training”. According to 

cm. 

Director (Production), over h2$ have been trained /an average, 
annually by outside agencies and no manageaent development 
programmes were organised by the company during these 
three years. In HSL,on an average, 640 executives were 
trained mostly through in-aonpany progranmes annually during 
the 3 years 1984-85 to 1^6-87, which foimed about 53/^ of 
the total number of executives. 

Bcpendlture on Training 

10*38 The ”H^ort of the Committee to Review Policy for 
Public Enterprises”, 1984- headed by Dr. Arjun Sen Gupta 
has mentioned: ”0ne of the most vital, but neglected, are as in 
public Qiteip rises is the training or retraining of workers 
and supervisors, managerial development at induction and at 
middle levels as well as succession planning for top 
posts. ..... .personnel policy of a ccsnp any must provide for 

management development training input to be provided for a 
predetermined number of days or weeks training on an average 
to each executive”. Realising the importance of training 
and R & D, the Third Convaition of Public jBiterp rises held 
in January 1987 has recommended that ”At least 2$ of tte , 
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tumorer of the public enterprises should be set s(part 

for R & D apd management training”.’ To assess the extent 

of anphasis on training and HRD given by each enterprise, 

information was sought through the fca.1 owing question* 

What is the amount ^ent and its percoitage to total 
expenditure budget during the least three years, 
s^aratdly on management training and human resources 
development? 

10«39 ”J^proximately 7 crores per annum ” are spent by 

IOC on training and HRD. It forms a "very small percentage 

of 

of the production expenses;^ about Hs. 10,CX)0 crores during 
198 3-8^. In GCL,the expenditure on management training and 
HRD has been r^orted to be about .01 to <,02^ of total 
expenditure. ONGC have given the expendi-fcure on training 
as perceitage of plan expenditure (and not of total 
expenditure budget) as ranging from 18 ’to 21^6. The HPP 
have ^ent Rs.1 to 1.25 lakhs annu^ly on management 
training and HRD, which is about O.OOl^S of their total 
expenditure. The RGF have speat on training Es. 30 l^hs 
in 198^, Us. 39 lakhs in 1985 and Rs« 18 lakhs in 1986# This 
works out to about O.Oi^ of expenses during 1983-84-. In 
HTC (TIJ<Sp),the expenditure on Manag©nent training ^d HRD 
was about 0.004J? of total expenditure budget* NTPC have 
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stated that Bs. 18 lakhs in l98»4-85, 9s. 2B lakhs in 1985«86 
ahd Rs. 4-1 3£khs in 1986-87 were provided for managanent 
development activities and they think that it is not 
relevant in their Case to relate it^total expenditure 
budget. The ajaount provided formed about 0.3 to 0.5 percent 
of their total expenses. The amount sp®it on training and 
development in BHEL has been stated to be around Rs. 100 
lakh per year; this whan related to their tot^ expenses 
works out to about 0.09J^. The IRE have not furnished the 
required information. 

10.4c The expenditure of about Rs. 10 lakhs on training forms 
about 0.003^ of the total expenditure in the II SCO. KIOC 
spends Rs. 1 to 1.5 lakhs annually on training which forms 
about 0.02% of total expenses. SAIL have mentioned that it 
is not possible to give details of expenditure asked for. 

HSL have stated that the fee paid for executives participattn 
in training programme was Rs. 42 lakhs in 1984-85, Rs. 38 
lakhs in 1985-86 and Rs. 26 lakhs in 1986-87, which has to 
be viewed against their total e:5)enses of Rs. 43 crores in 
1983-84. The amount ^ent on training of officers and staff 
during 1983-84 have been stated by BRPL to be Rs. 13 lakhs 
which works out to about O.ijC of the total expteses. 
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10.I4-I However, the two points/cleaily emerge out of the 
ahaLysis of the relies are that the e3q)enditure on training 
and HBD is meagre as cewpared to total expoiditure can 
operations* Information about training programme and 
expenditure is not readily avail able •Critical analysis of 
the perfoniiance of managoaent development prograimaes needs to 
be taJsen separately and i^ecifiCally. 

Improving Productivity 

10.4- 2 The p erection based information on methods for 

improving productivity and performance was sought from 

respondents through the following question: 

What methods do you adopt for improving personnel 
productivity and perfoimance? Please describe the 
important methods and indicate how these are operated. 

What are your suggestions for improving productivity 
and performance? 

10.4- 3 llie methods for improving productivity and performance 
said to have been adopted by high performing enterprises are: 

(i) Motivation schemes covering v;elfare measures; cash 
incentives, appreciation, recognition, public 
praise and awards say,for achieving targets, 
excellent performance, timely completion of 
activities; effective grievances handling, 
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prcaaotion in recognition of performance, proper 
work environment and participative management 
(IRE, ONGC, RCF, NIC (TN&P), HPF, HTPC, BHEL, 

IISCO, SAIL, HSL, BRPL). 

(ii) Incentive schemes r^a^ing to productivity linked 
bonus based on key result areas (IOC, RCF, NTPC, 
HSL, BRPL)o 

(iii) Planned, detailed and regular training and 
development programmes for teclmical and 
behavioural areas, for new executives, for 
functional officers, for updating and refreshing 
knowledge and creating awareness aboit improvem^ts 
in technology for workers leaders; feed back and 
monitoring of training progranmes (IOC, ONGC, HPF, 
RCF, NTC (TN&P), NTPC, SjaL, BRPL). 

(Iv) Properly organised and operated pei'^oimance 

appraisal, counselling and advice system with 
feed back monitoring and action arrangeaients(IOC, 
HPF, RCF, NTC (H'JiSP), NTPC, KIOC, SAIL, HSL, BRPL). 

(v) Career planning and ensuring career growth(ONGC, 
SAIL, BRPL). 
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(vl) Bisuring ;5ob satisfaction; using iob rotation and 
3ob airlchment methods (ONGC, RCF, KIOC, BHPL), 

(vii) Cash awards and recognition for useful suggestions 
and innovation s(ONGC, BHEL). 

(vili) &ecific productivity directed schemes such as 
quality circles, self certification qu^ity 
checks, inter-d^artment quality quiz progranmies, 
sponsoring employees for national awards(BHEL, 

II SCO). 

(ix) Healthy human relations and giving diie importance 
to individuals (ONGC, EQ?’, NIC HSL,BHPL). 

(x) Development and rehabilitation of suiplus m^power 
by training and their proper d^loynent (GCL, 

II SCO). 

(xi) ninp roving systems and methods (NTC- 2?R<SP ) , 

10.44 ONGC (high performing oiterprise) has mentioned that 
the preparation of perspective plans can be an indirect 
motivating factor to the executives because through these 
plans they can forsee their projects and opportunities for 
growth and career development. Ihe respondents have laid 
stress on- simplification of rules (HPF and NTC- IN&P); removal 
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of procedural bottlenecks end modernisation of ccmmunication 
system (OKGC); identification of key result areas and critical 
ingredients (IOC); setting yearly and periodical targets for 
job perfoitnance at group and individual levels and reviewing 
of performance against targets (IOC, ONGC, RCF, NTO-W&f*, 
and NIPC). The delgation of powers in the right manner, 
decentralisation of decision making in a practical way> 
assignsBont of responsibilities properly aPd participative 
management, are methods perceived by some (HPF and NTO-TN«SiP) 
for improving productivity and performance* One of the 
executives in NIC (BI&P) has mentioned creation of sense cf 
belonging also in this respect. 

10.4-5 The suggestions for improving productivity and 
perform^ce reported by low perfoiming onteiprises relate toi 
proper manpower assesaa^t and (^timum/ rational manpower 
deployment and control, rehabilitation of surplus manpower, 
putting in hard work by employees, creating personal touch 
and mutual regard, enforcing wage agreements and voluntary 
retirement schemes (IISCO, KIOG, SAIL, H3L); making fair and 
objective promotion policy, motivating the staff by providing 
Cash rewards, incentives, overtime, promotion and recognition 
and by improving qu^ity of woik^lifb and worfc improvanait. 
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purposeful and meaningful atmosphere (SilL, KIOC, HSL)/ 
reinforcement of training and development programmes and 
preparation of manuals (II SCO, SAIL); souwd perfoim^ce 
appraisdL, counselling and corrective system (KIOC); job 
rotation and job enrictment (KIOC); improvement of 
grievances machinery for quicker redressal (SACL); 
impiovonent of welfare measures and taachinery, career 
planning; building healthy industrial relations. The other 
areas on which the re^ondents have laid emphasis are 
clarity of organisation and individual’s goals, forward 
planning, streamlining of procedures, target oriented 
group discussions, informal communications (SAIL)f weekly 
meetings aPd appraisal of work centres, enforcement of 
strict discipline, setting group targets, setting stiff 
targets, establishing effective co-ordination (HSL), matrix 
t5pe of organisation like Qu^ity circles', generating 
accountability and responsibility, enforcing closer 
supervision, participative management and involvement of 
the people, practising of real "Leadership” and not 
"sup ervlsor ship " strengthening of the ^irit of oneness eand 
soase of belonging (HSL), having committed people, creating 
purposeful gxd missionful atmosphere and development of team 
^irit. In addition, the low performing enterprises have 
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laid emphasis on ^suring proper plaht conditions, 
c&hottlenecking, improved maintenance, good slid woikahle 
product designs, tieing up of availability of materials snd 
ensuring input supplies and linking up production and 
productivity with nouns (IISCO, HSL). 

10.46 Main Findings 

(i) Most of the enterprises pr^are manpower assessments 
and budgets on an annual basis. Such short- teim plans 
provide quantitative estimates of manpower requirements 
related to production levels. With this process the 
enterprises may not be able to visualise their position quite 
ahead in future in teims of both the quantitative and 
qualitative assets of its employees and to design updated 
strategies and programmes for more effective utilisation of 
manpower. 

(ii) Drawbacks in recruitment and promotion policy are 
reported to be a mad or cause of demoralisation, low morale, 
and indifference, lack of creativity and weak spirit of 
oneness. For this puipose, the existing recruitment and 
pronotion policies and procedures need to be updated an4- 
revamped to build up required type of personnel and to keep 
pace with the ever expanding dimensions and development^ 
role of the public enterprises. 

(iii) Jlmost all the .enterprises have induction programmes 
of one kind or the other for new executives but these 
aaphasi^more on training them for the dob rather than on 
hcMiogenising them with organisation culture. %ecific and 
tailor-made progr^mes (methods and ^proaches) ^ecific to 
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enteiprise need, are to be evoCLved (in each Indiuldnal 
enteiprise situation) for dev^ op in g- employee* s committment 
to cultural attributes of the organisation, creating 
awareness of various planning, control and human systeas, 
procedures and practices aligned to the cu3 tural attributes 
of the organisation as a whole and emphasising the human 
conceit! for the person. 

(iv) Sound system of executive ^praisal based on tangible, 
measurable and quantifiable danents of accomplishments for 
jobs need to be developed to strengthen motivation, develop 
the feeling of pride and confidence in the enteiprise and 

to make the training and development programmes more 
realistic and purposeful for westing organisation objectives. 

(v) Career planning has not been taken up in an organised 
manner. It needs to be improved considerably as a system 

to optimise individual growth with the growth of the 
organisation* 

(vi) The methods of motivation followed in the selected 
enteip rises in terras of inctantives, awards and rewards and 
suggestion schemes need to be improved. 

(vii) jSn integrated and re^istic approach need to be 
developed in pluming and Implementing, job enrichment, job 
enlargement and job rotation for motivating the staff and 
racing fuller use of their skills and capacities* 

(vLii) Most of the low performing enterprises have indicated 
that innovation schones are in existence in their 
organisations, but it appears that there are deficiencies in 
their implementation e.g* most of the people do not know 
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abcnit these schemes and their importahce. The High 
performing «iterp rises appear to have effective 
implementation of these schemes* Theteiovation and 
suggestion schemes need to be strengthened on lines 
required for achieving excell ence. 

(z) It would be helpful to evolve objectives oriented 
comprehensive plans and develop foivial organisational and 
monitoring mechanism in each enteiprise to aicourage cost 
savings, productivity iiaprovement, fuller and effic1«»t use 
of inputs including raw materials, minimising plant and 
equipment breakdowns, and energy conservation* 

(xi) In almost all the public enteiprises, a formal 
grievance redressal machinery and procedure of one kind or 
the other is said to be working for non- executives but it 
suffers from several deficiencies. It needs to be improved 
e.g. in terms of quicker disposal, procedures simplification* 

(xii) The methods and procedures followed for assessment of 
training needs are not, by and large, scientific and require 
to be considerably improved* The training, programmes need to 
be made more information based and more directly relevant and 
related to the current and perspective needs of organisation 
and individual* 

(xiii) The expenditure on training and Human Eesource 
Development is very low as a proportion of total expenditure 
on operations* The infoimation on training prograames and 
expenditure needs to be improved* 


11. SYSTBIS and PROCHiUBES 


11.1 ill organisations require a certain level of order 
and consistency in the discharge of different inter- related 
management functions and tasfes. They establish various 
fonnal and infoitnal procedures for this puipose and adopt 
methods of work with due regard to oivironmental conditions 
and well tried management tools and techniques. These are 
blended together as systems. Systems once introduced are 
difficult to change. Dynaaic environment, on the other 
hand, necessitates periodic review and modification of 
systems. 

Review of Systems 

11.2 To understand the review mechanism of Systems and 

Procedures, the selected enteip rises were requested to give 

information on the following questions ' 

Do you evaluate and review the various management 
systems? If yes, when was it done last and by whan- 
intemally or through outside agency? Please give 
details. 

11.3 Tbe analysis of the replies shows that six of the 
nine selected high perfonning enterprises and two of the 
five low performing ones are periodically reviewing, 
evaluating and modifying their systems and procedures to 
bring these in tune with the changing environment and 
dynanic needs of their organisations. Uve high performing 
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enteiprises, nanely, IOC, ONGG, BHSL, BCF, and HPF and 
two low perfoiming ones, viz* SAIL and XISCO, have r^orted 
that they review evaluate and update their systems and 
procedures regularly* The periodicity of these reviews 
differs frcxn organisation to organisation* IOC and BCF 
respectiv^y have mentionai that, they review their systaas 
frcsa “time to time” and ’periodically"* ONGG review the 
systems "every 3 to 5 years"* BHEL have stated that the 
last review was done in December, 1986* SAIL and IISCO have 
reported that they regularly review their systems and 
procedures. NIC (TN and P) have mentioned that the 
evaluation and review of various managooent systems were 
done "three years before" and, as a conse^iuence, computer 
was installed. IBE and CGL have rqjorted that they do not 
review their systeas and pi*ocedures and no specific reasons 
have been given* 

Only a few of the selected enterprises involve external 
agencies in evaluation and review of their systems and 
prodedures. NTPC, in their note on SWOT analysis^have 
indicated that the systems for different disciplines 
in their company axe developed in-house^ are regularly 
reviewed and updated to meet the changing needs of the 
organisation* IOC and ONGC and SAIL and IISCO have 
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mentioned that the reviews are done both internally as well 
as with the help of external agencies. HPF and BCF carry 
out the review internally. have not mentioned the 

reviewing agency. In BRPLj the systems are in the process of 
development. In KIOC, the reviews and evaluations are done 
internally. HSL do not have any rigid time table for review 
of systans and procedures* 

Discontinuation of systaas 

11*^- Tb gather evidence on discontinuation of systems as 
a consequCTice of periodic review(s), the following question 
was asked; 

Was any system(s) discontinued during the last three 
years. Please describe briefly with reasons for 
their discontinuance* 

■% 

11.5 Three high perfoiming enteiprisesClOC, RCP and HTC 
(TN & p) and three low performing ones iSilL, II SCO and HSL) 
have reported the discontinuance of some system^) . Six 
high perfoiming enterprises (IRE, CGL, ONGC, BHa, NTPC and 
BPF) and two low performing ones (BBPL and KIOC) have not 
discontinued any system during the period of enquiryi' ONGrC 
and B H BL have added that there was no discontinuance of 
systems but constant upgradation. RCF have not specified the 
systems discarded. IOC have r^orted that the system of 
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counseiliiig of perfoimance ^praisals of the anployees was 
discontinued but has subsequently been re-introduced* NTC 
(TN & p) discontinued the manual system of accounting, gMl 
discontinued the practice of overtime paid to non- executive 
staiff since it did not serve ^y useful puipose. II SCO 
discontinued than listing Perfoimance j^praisal and 
Promotion ^sterns of executives as aiequate weightage to 
perfonnance on job was not given therein. The newLy 
introduced system relies on MBO and performance is appraised 
against set tasks/targets- HSL has discontinued Job Card 
and Materials Issue Card Systems mainly due to ccxnplaCency 
and lack of check points® 

Intensity of Paperwork 

11®6 To ascertain the extent of emphasis of managanent on 
paper work, the selected enterprises were requested to reload 
to the following question: 

Is there any directive or convention to restrict the 
p^er work or size of notes and r^orts for seeking 
attention of, and decisions from, senior executives? 

If yes, please illustrate® 

11 •? Seven high p erf onning and three low performing 
undertakings lay varying degrees of emphasis on the reduction 
of paper worir# CGL, ONGC, and NTC CTN & P) have r^orted 


that they have issued directives to reduce paper voA and 
IBE, IOC, BHEL and ECF have mcsntioned that they have 
conventiona^practices/ emphasis aiming at reduction of paper 
woife. According to GCL, the directiTes for reducing paper 
work ccrnB from the Ministry* OHG-C have mentioned that there 
are detailed directives/practices to minimise paper work, 
restrict the size of notes/r^orts, messages etc* In NTC 
(TN & p) directive is to take the papers personally and 
take orders, if the matter is of urgent nature. ISE has the 
convention that, in most of the cases, the senior executives 
give decision and indicate the line of action on letter/ 
coamuni cation itself and, in other cases, they discuss the 
line of action* In IOC, conventionally notes and r^orts 
seeking attrition of, and decisions from,' senior executives 
are normally brief, self-contained and supported by detailed 
analysis of junior executives* BHEL have mentioned that 
“as a culture itself, there is a general awareness to 
optimise paper work”* BCF have mentioned that the emphasis 
over the years has been more on discussions and meetings 
than on paper ’work* HPF have simplied the paper work in 
matters like grant of increments and leave sanctioning* IKCPC 
have not r®lied to the question* II SCO have referred to the 
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effects of nationalisation on paper woife. During the 
peiiod of private control of IISCO, not much foimal systems 
in the office oorrei^ondence existed* VfiLth the take over 
tiy the government and change to the public sector, formalised 
systems have been introduced but paper work is sought to 
be reduced through i^ecific guidelines* SAIL refers to 
the existence of practice in their organisation to reduce 
paper work. KIOC have a computerised MI S, which according 
to them, has minised noting and paper work* Periodic 
instructions are issued by HSL to reduce paper woik on 
aspects like nature and format of notes, siaomary of points 
seeing directions* Official r^ly from BEPL concedes that 
there is no directive convention on this issues and that 
the system needs a lot of improfi-anent to minimise the 
tremendous mnount of unproductive paper work. 

Management Information System — 

11*3 Managemeit Information System (MIS) are designed to 
provide early detection of opportunities and threats as 
w€ill as continuous feedback on performance indicatorsf In 
order to gauge the extent of usuage of MIS, the following 
question was afkeds 

Do you have (i) Management Information System for 

planning and control a^ different levels, and (ii) Data 
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BaiJk? If yes, please give its salient features, includiig 
the r^orting system and explain the extent of use of 
computers, if any* 

11*9 Seven high perfoiming «»teip rises, viz. CCh, NTPC, 
BHS., ONGC, IOC, BCF and NTC (Tim), have confiimed the 
existence of MIS and Data Bank. The degree of sophistication 
differs# NTPC have claimed that a Management Information 
System exists for various levels down the hieraiHihy and 
horizontally along the various functions and is based 
broadly on the fundaaentsl principles of »l!anagement by 
Exception”. ONGC has introduced a three- tier MIS an enable 
to computer for planning, monitoring and contrulof 
resources at all the required functional levels. The planning 
and control process through MIS is ^so in operation at 
different levels in BHEL, IOC, HCP and NTG (TN&f). IRE have 
reported that they are in the p3x>cess of planning MIS and 
introducing computes. HPF has not mentioned anything in 
this regard# imong the low perfoiming companies IISCO, SAUL, 
KIOG and HSL rq)orted to have developed MIS for planning and 
control at different levels# BHPI is in the process of 
establisMng MIS and computer-based data baxfic* 
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11*10 Bfiporting Six Mgh perfoitaing enterprises, 

viz, NTPC, BHSL, ONGC, HPF, BCF and NTC (TMB) and two low 
perfoiffling ones (SUL and IISCO) have developed reporting 
system for planning and control* IOC and GGL (high 
performing), and KIOC, BRPL and HSL Uow perfoimii«) have 
not pixjvLded information on the reporting system, IRE is 
in the process of planning a scientific rq)orting system* 

In NTPC, the reporting structure is built up on the basis of 
exertion r^orting* The reports are generated by three 
Control Centres, viz, ’ Elgin earing * , 'Contracts* and * Sites* j 
on their respective activities. These reports are analysed 
and the various interface points and the critical areas are 
discussed in the project review team meeting, headed by 
General Manager of the project and having representatives 
of various Control Centres, Central Planping Cell and the 
Project Coordination Group, The Central Planning Cell, in 
addition, generates a Management Summary Report indicating 
the project completion trends and critical areas needing 
attention/ review by the Chief Scecutive/Di rectors, ONGC have 
evolved M,I, Reporting System (MIRS) for VechnicaL Cjperatic®. 
and Drilling Business Groups for implementation and control. 
Each MIR is said to be linked with DiTa Bank(s) projeebs 
in DNGC* In BHg, r^orts are generated to cover important 
data (like financial perfonnance, magawatt commissioned. 
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edacity utilisation of sets, manpower deplojment, material 
inventory data, etc») extensively at departmental, 
divisional and corporate levels* The pei^o nuance, in HPF, 
against targets resting to production, sales and 
profitability is being reported to the Chief Executives by 
the respective Divisional heads. Besides, the Government 
have prescribed a set of reports under the "Integrated 
K^orting System" in reject of on-going projects and 
projects tmder construction for reviewing the periodic 
perfonnance. Various management control reports in ECP are 
being generated through computer, showing project status, 
areas needing management attention and action, time over 
runs etc* These are th® reviewed in project review meeting 

and corrective action taken* In NTC (TK&P), the budget 

% 

provides the bench mark for perfoimance. The plazined 
performance and the actual performance is reviewed every 
month. As a sort of early warning system, a we^y critical 
review r^ort is prescribed. Through this r^ort, the 
perfoimance in production, utilisation, productivity and 
inv^tory of a particular we^ is discussed and reviewed in 
the following week* MIS reports are generated on ccaiputer 
covering finaPcial, pay roll and inventory accounting, agewise 


progress achieved hy major contractors at VaTloits sites 
in teims of packages of civil, mechahical and electrical 
voz^s* In ONGC, HIBs are linked to Data BahkCs) formed at 
project/region/coiporate level* In IISCO, the Data Bank 
exists in Prodnction planning and control, Hnancial, 
Personnel and Materials D^artments as well as in Managing 
Director* s secretariat. In SAIL, a centralised Data Bank 
has already been established at the Corporate Headquarter* 
Ihe reply from HSL is not clear as to whether a Data Bank 
exists in their organisation or not, BBPL have indicated- 
that computerised Data Bank is being established, 

11 *12 Use of Oomputers ; Computers are being increasingly 
deployed for Management Information Syst«ns in different 
functional areas of the Public Sector enterprises. Seven 
high performing enterprises (Ca, ONGC, NTPC, BSa, EOF, 

HPP and NIC (TH&P) and three low pe rfoiming ones (IISCO, 

KIOC and HSL) have fully or partially ccraputertsed their 
info imation system* IOC and IBE have r^orted that their 
MIS is in the process of computerisation* HPF are utilising 
the computer services of an outside party for payroll 
accounting, sales accounting, material control, etc* They 
propose to instal a computer "shortly**. They have also 


mentioned that their existing technology is such that 
there is no scope for computerisation in the area of 
equipment and. process control* However, they propose to 
acquire new technology for the manufacture of polyester. 
X-ray, and gr^hic art filAsi: This technology provides for 
coaputer control both in process and equipment. ONGC are 
d^loying 12 Micro- computers and 2k- Desk-tops in differ^ 
regions/headquarters for business applications. Uniform 
compatible software packages have been developed at 
Headquarters for generating various MIRs for Operations 
Bisiness Group on PSI OMNI computer systan. A few 
ccxnputerised MIRs are ^so generated for Drilling and 
Technical Business GrouQ)S, A countrywise Packet Switched 
Data Hetwoik (PSESf)^ besides loc^ area net woiks^are also 

n 

envisaged for Business ippllcations* In NTPC *^resently” 
the Data Bank and other c^erations are being supported by 
vaPRO Z-650 System with a CPU memory of 512K and auxiliary 
storage of BOMB. In BHMi use of computers is made to 
generate r^orts at all levels{^epartm«ital, divisional and 
corporate According to the undertaking^ ccmputers help in 
integration of information, which, in tum, assists in quick 
analysis of performance and taking corrective short and long 
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teira actions* HCF are using ccraputers for their MIB for 
planning aM control, e^ecially in the field of project 
execution and monitoring, strut dovm planning and monitoring 
and generation of Tarious managerrent control reports. NTC 
(TN&P) have computerised their MIS reports, financial 
accounting, pay roll accounting, inventory accounting and 
agewise analysis of debtors, A main frame computer BOIL TBC 
316 is in Coiporate Head Quarters Office. In addition, there 
is one PC at Head Quarters and one at one of its mills* Six 
more PCs are being added to the other 6 composite mills. In 
IISCO the utilisation of ccanputer for MIS is limited to some 
financial functions and a part of the inventory manageaent. 
However, IISCO is planning to launch, in near future, a 
massive oi>*line computerised MIS programne through use of 
PCs hooked to the main frame computer. In HSL, the •present** 
contribution of EDP is limited. However, the computer 
’•will” play a significant role in another two years time in 
HSL with the "recent” installation of a powerful computer 
systan and elaborate study made of the user requirements 
including terminal based operations. SAIL have mentioned 
"the Infonnation shall be recorded by the computer system 

at the source itself* Besides, the Satellite OoHuaunicatloii 

System shell be installed by 1990"* BBPL is in the process 
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of ostaMlshiQg ccwputer systaa* 

InTestment Processing Sysfcan 

11,13 To understand the process of initiation and 

fin^isation of investment proposals, the sheeted 

enterprises were requested to reply the following ^estiom 

How are the investment proposals initiated and finalised 
within your organisation? Which of the technique(s) 
have you found most useful for sound investment decisions 
and what were the maoor difficialties encountered in 
their spplication? Please describe briefly with 
examples# 

11*1^ KLve high performing enterprises vizs IBE, NfPC, 

ONGC, BHEL and IOC and three low performing ones (namely 
IISCO, SAIL and BBPL) have indicated how they initiate and. 
process their investment proposals. By ^d large, the 
investment proposals of a new project/ expansion are 
initiated by the uni t/di vision/ region/headquarter/ corporate 
office on the basis of identification of the project within 
the overall perfective/ corporate plan of the organisation, 
thereafter studies on various aspects such as locations, 
availability of raw materials/ water/labour, infrastructural 
facilities (Including transport and communications). 
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technological identification/devolopi.iGnt, available cost 
data, quality requirement analysis, customer jjrefeience 
analysis, mar let stuay of end products and overall financial 
viability are conaucted and Preliminary Reports are 
prepared for consideration vitiiin the organisation and by 
the Board, After the Board* s clearance, yea oibili ty Report/ 
Detailed Project Report (IPR) are prepared and are submitted 
for appraisal by the various agencies of tlie Government, 
depending on the cost of the project, as per modalities 


of approval of investment proposals in public enterprises. 


In II SCO, investeent proposals originate from the user 
agency/ the pi'oject cell/ the DesigTi Group/ seniox’ executives 


fhese are first oxamiried by a 
GosttiitvOO (G/aPE} 0 3i.d then by 


iiigh Po\.'er Capital H:q)onditure 
the finance deparbaent on 


the cost-benefit asjvects, Glcaraiice anu approval of 
e;q)Gnditure is accorded by the Cid-cf Executive s/tj :0 IISGC 
Board/ the SAIL Board/ the Government depending upon tlie 
investaent quantum. SAIL and BRPL are following tiic BPE 
procedures. 1110 (H-ldP) (fdgh porfoitiing) have reported tliat 
the invest-ient proposals are initiated either by the General 
hanager of the liill or the feciinic el Division of the 
Corporate Office and are finalised or approved by the Board. 
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Three high perfoming enteiprises, viz. CCL, RCF ahd HPF, 
did not respond to the question as to how are the 
investment proposals initiated and finalised. KIOG have 
admitted that not many investm^t decisions have been 
t^en by than since it is r^ativdy a new undertaking. 

In HSL, noim^ requirem^t of investment are taken care 
of by coital and development budgets and very important 
investment proposals are processed by High Level Committee, 
Project Team. 

I'**'*^ Techniques itoplied and Difficulties Bicountered i 
Seven high perfoiming undertakings viz, IRE, IOC, NTPC, 

ONGC, BHMi, RCF and HPF, are ^plying several techniques 
for sound investment decisions like Pay Back Period, IRR, 
DCF, NP7, Cost-benefit iinalysis. None of the high pen- 
forming enterprises except IRE, indicated \d 2 ich technique 
they considered most useful. According to IRE, the Pay 
Back Period seemed to be the best technique since it helps 
in judging how soon the project would be able to rep<^ 
the investmeit. The remaining two high perfoiming organi- 
sations, viz CCL and NTC (TN&p), did not re;^ond to the 
question relating to the use of techniques for the puipose. 
IOC, BHili aiKi HPF did not face any major difficulties in 
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the £®)plication of techniques and IRE, CCL, NIPG and RCF 
did not respond on the aspect of difficulties encountered* 
According to KTC the average Pay Back Period is 

about 7 years but violent fluctuations in the prices of 
raw cotton and ygjm in between the years bring in a lot of 
uncertanties for evaluation of the project objectively. 

ONGC also referred to the problea of escalation of costs 
dkie to inflation, and as a result they have to approach the 
Government for ^proval of revised estimates with detailed 
reasons for cost variation. Ihe problems caused by 
deviations from market trends have been overcome 

by BHSD through thorough market need assessment exercises 
and mid- course corrections e.g. adjustmsits made in iPABX, 
boiler auxiliary plant and large tirbo-generator scheme, 

Three low performing enterprises mainly relied upon the 
techniques as follows: KIOC (Ck)st- benefit analysis); HSL 
(IBR )5 sail (DCF, NPV and IRR). They did not, however, 
indicate which technique was considered most useful, 1 1 SCO 
referred to the existence of several techniques for finding 
out the soundness of investment e,g, IRR, Cost-benefit 
Analysis, DCF, Pay Back Period and men tionei that each of 
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these techniques has its own merits and demerit s/1 imitations 
and is applicable to different sizes of investment. BHPL 
did not indicate the techniques ^plied. SiO:L, KIOC, BHPL 
and HSL did not re^ond to the part of the question relating 
to difficulties experienced, IISGO referred to difficulties 
of inefficiency of data regarding prices, actual life of 
plant and equipment and replacanent costs. 

Monitoring System 

11 *16 Progress made for achieving corporate plan goals and 
targets is to be monitored and reviewed regularly for 
efficient implementation. The system adopted by the selected 
enterprises in this regard was enquired through the 
following question; 

What are your monitoring system(s) for plan adherence? 
Please describe these briefly and mention how these are 
op erated, 

11,17 FLve high perfoiming enterprises viz, BHEL, IOC, OHGG 
HPF and HCF and three low performing ones, namely SAIL, II SCO 
and KIOC have described their system of monitoring for plan 
adherence. The BHEL hav^e monitoring system at unit and 
corporate levels, ' At unit levels^ the system uses budgets, 
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standard, nouns, statistic^ and quality control techniques, 
inventory control techniques, divisional perfonnance 
indices on de^atches, turnover, profits, resource generation, 
implanentation of investment .Schemes etc.. At the corporate 
lev^,the system comprises of regular divisional reviews 
by Directors, Management Conmittee, Planning Managers* 
Conference, Corporate Monitoring Groups (physical, financial 
performanc^progress), PEHT, CPM, Bar Charts are also 
used widely to review/monitor the progress of projects. In 
IOC, the plan atfiherence is moiiitored at various levels 
such as units/ regions, DivlsioiV Headquarters and Corporate 
Level through regular MIS and review meetings. At corporate 
level, the operations and projects are reviewed monthly by 
a committee of Directors. The ONGC system for plan 
adherence calls for three reports pertaining to (i) actual 
expenditure under broad heads, (ii) activity-wise r^ort 
of expenditure on surveys, drilling, etc and (iii) actu^ 
expenditure on individual major proj ect( te. 10 crores and 
above). Trend of expenditure monitored through these 
reports is ccanpared with approval outlays to indicate 
likely cost/ time over runs or allotted fund shortfalls. In 
addition, actusls of internal resources and profitability 


are monitored every month and ccmpared with annugiL targets* 
Heview meetings are h^d at regular intervals to smoother! 
angularities, to rectify Averse trends through appropriate 
measures and to ensure plan adherence. The planned 
schedules available from PERT/GPM netwoik are compared 
with actuals and monitored periodically at the construction 
sites and in the pro;ject review meetings for corrective 
action. HCP follows a similar system. NTPC did not rqply 
to the question, while replies from IBE, NTC (TN&P), CGL 
and hpF refer to the systems of monitoring of plan schemes/ 
pro^ ect s/budgets rather than those for plan adherence. The 
position is understandable as far as IHS and NTC(TN&P) are 
concerned because these havL not yet foimiilated their 
coiporate plans, 

KIOG have claimed that they have systems at various levels 
on daily, weekly and monthly basis both in terns of detailed 
and excqjtion reporting. IISCO monitors their production 
plan throu^ daily, monthly, quarterly and yearly intern^ 
reviews. Monitoring at coiporate level is done on monthly 
and quarterly basis covering both production and fin an ci si 
aspects. Project monitoring in IISCO is done, both in 
teiffis of physical progress and expenditure incurred on 
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monthly and quarterly proforraance as well as through 
*fillestone Charts”# The long tenn plans of SAIL are brokeai 
into five year annual plans for each unit# The plans are 
monitored on quarterly, half yearly and annual basis. BBPL 
and HSL (low perfoimin^do not seem to have developed a 
systan for monitoring plan adherence# While there is no 
Official r^ly, the ccMmatits of IdrectorCProjects) of BBPL ^ 
that they are in the process of foimulation of the corporate 
plan and as such the question of monitoring system fbr plan 
adherence does not sirise. HSL set up a monitoring group in 
ilpril 1987* 

Project Implementation and Monitoring System 

11# 18 To ascertain information on project implementation 

and monitoring, the selected public sector enterprises were 

requested to reply the following questions 

What is the project implementation and monitori.ng system 
in your organisation? Please describe briefly the manage- 
ment techniques which you have found most effective for 
controlling the schedule slippages and cost overruns and 
explain how these are operated? 

11*19 The replies indicate that out of the nine high 
performing enterprises, three(nam^y: NTPC, BHEL and RCF) 
have dev^ oped caaprehensive Integrated Project Management 
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S^ystems (IPMS) and are using it for project management* 

ONGC have a three tier project management system and IRE, 
IOC and NTC (m&P) are using the GPM/Het Vtoik technique* 

CCL and HPE have appointed Cell £(/Ocwiinit tee to look after 
the implementation and monitoring of projects* To etxecute 
the project in logical manner, the in-house Integrated 
Project Management and Control System (HMCS) of NTPC 
involves: (i) coordinating aU participants in project 
execution; (ii) induction of relationship between task and 
responsibility; (iii) developing realistic schediales; and 
(iv) planning; scheduling, monitoring, reporting, reviewing 
and controlling. The monitoring and control of projects 
are done through review meetings and progress is assessed at 
regialar intervals. Action on slippages is taken according 
to established priorities. The system of r^ortlng is 
hierarchical i.e. project monitoring is done at all levels 
in an hierarchical manner, RCF and REEL are also using 
IPMS and their systans ai?e also hierarchical with some 
variations her® and there. The three- bier project 
monitoring system of ONGC, inteivalia, involves the 
monitoring of projects at the project, regional and 
corporate levels. Individual projects are being reviewed 
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periodically at the highest level at the project sites. 

!Ehe exertion statements are being sent to manbers ahd 
CJhaiiman for review. Remedial measures are taken pronptly 
wherever necessary. Monitoring of projects costing over 
Rs. 75 lakhs each has been computerised upto the stage of 
placing of orders. IRE, IOC and NTG Cm&P) are monitoring 
the progress of implementation of projects through CPM/ 

PERT Network to find schedule slippages and cost overruns 
and to take corrective measures. HPF have a Project Ceil 
and a Project Implementation Committee for implementation 
of projects. The CCL has a (M Coordination Committee 
for the purpose. 

Of the five selected low perioncing enterprises, SAIL and 
IISCO are in the process of developing iPMS replacing 
their old monitoring system to avoid delays in decision 
making process and to effectively control cost/ time overruns 
in project implementation due to various constraints. KIOG 
have based their project monitoring system on MaBT and 
PERT Net Work. Each activity is monitored regularly and 
a monthly progress r^ort is prepared comparing the 
achievement with Net Work Schedule. The delayed activity 
is analysed in depth and remedial measures taken- Despite 
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this, one of their p to j ects had slippages in time schedule 
due to failures of collaborator and main equipment 
supplier. BI?PL are having a similar monitoring system 
based on PERjycPM. They axe, however, having problems in 
completion of their projects vdthin allotted cost and time 
frame. They had even retained EEL as their consultants 
and project implementation agency. Their problems are 
r^orted to be the lack of commitment on the part of 
vendors, both indigenous and overseas, to effect timely 
deliveries. The system of project implanentation and 
monitoring in HSL consists of appointment of project 
Managers, setting up of the monitoring group and regular 
appraisal. 

11.20 Techniques Mop ted; IOC, BHEL, ,0NGG, HPF, BCF and 
CCL among the high perfoitning enlteiprises did not directly 
reply to the portion of the question relating to the 
mahagemert techniques found to be most effective for 
controlling the schediole slippages and cost overruns. NTPC 
is reported to be employing (i) MBOCManageaent by Objective;^, 
(il) UBB (Management by Esception), (iii) PSHT (perfoimgffice 
Evaluation and Review Techniques), (iv) GERT (Graphic 
Evaluation and Review Teciinique) (▼) Resource Levelling, 
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(vl) Bar Chart, (vii) Histogranis, and (viii) S. Curves. But 
they did not indicate which of these are most effective and 
how are they operated, IRE and NIC (TNdp) have found Net 
Vfoik/PERI technique to be most effective for controlling 
slippages in schedule and cost overruns. The progress is 
monitored through quarterly reports and compared with CJM 
Net Vfoik schedules. The aippages in any area dre corrected 
to catch up with the schedxiLe assigned in the Net Work, 

Anong the low performing enteiprises, IlSC^mentionejji that 
the PERT and milestone charts techniques, which they are 
using, are quite effective, SjU:L, BEPL and KIOC are also 
mainly adopting PERT/CPM but have not indicated what 
technique is found to be most effective. HSL did not 
respond on this aspect. Prom the description of experience 
of use PERU/ CapM technique for project implanentation and 
monitoring in both high and low performing enterprises, it 
seems there is variation in the sophistication of ^plicationi 

Production ^stem 

11,21 5br obtaining information on production planning ahd 

control, following question was askeds 

What management system have you adqpted for production 
planning and control? Please describe briefly with results 
achieved. 
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11*22 Three Mgh perfoitning enterprises, (viz* IOC, NTPC 
and BHEL), have developed elaborate systems for production 
planning and control. In IOC, there is an integrated 
approach to planning and contrcl. For production purposes 
LP Models have been developed which take into account the 
variations in crude mix, product demand, scheduled shut 
down of process units, product specifications etc. for 
developing the optimiam product pattern. The production 
plans are made on monthly and annpal basis. NTPC have 
adopted operation performance monitoring system (OPMS) for 
production planning and control. Under QPMS, annual 
generation targets and maintenance pl^s are fixed on the 
basis of past performance, anticipated constraints and 

maintenance schedules. The generation and major factors 

% 

influencing it are analysed periodically. In BHHj, the 
Various Divisions operate on productidse planning and 
control system. They have annual production plans emanating 
from annual budget. These are broken into monthly plaiis. 
Besides, the Division has long Range Planning (IBP) group 
for the plant as a whole. The LRP group has interface with 
the corporate planning group to cut down production cycle of 
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ma^Jor products, to produce quality products, mlniadLse loss 
of materials and reduce inventorieso IBE mentioned that 
Budgetary and Cbst Control Systaas are adopted for 
production planning and contri&l, ONGC was of the opinion 
that production planning and control are more relevant to 
engineering, indust rial and refining sector, implying 
thereby that the question does not concern them since they 
are engaged in exploration and exploitation activity. HPF 
infoitned that they have a s^arate department for 
production planning and material control and a Production 
Planning Committee. RCF ha'c a continuous chanical process 
and their production planning lays high stress on capacity 
utilisation. NTG (T!I&P) does not have an elaborate system 
for production planning and control sin.ce the time 
required for the production cycle is hardly a However, 

in selecting mix, they use contribution analysis 
extensively and in order to maximise profitability only 
those counts, which yield highest contribution per loom, 
are produced. 

Aaong the low performing etneiprises, SAIL have a three 
pronged system: (a) fonnulation of annu^ production plan, 
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(b) their execation, and. (c) control. The annual production 
plan is drawn keeping in view the market demand(hoth short 
and long term), availability, ideal product mix in each 
ste^ plant, optimum utilisation of capacity etfid other 
tecimical considerations. The execution of the plan is 
carried out through such schemes as Time Bound Supply Schane 
and Demand Registration Scheme etc.. In the control system, 
the production is ensured through Monthly Sales Co-ordinatam 
meetings wherein production for current month is reviewed 
and corrective action taken, IISCO are following centralised 
production planning and control system. Production targets 
and fulfilment is based on traditional system on long teim/ 
yeariv/monthly plans, etc., followed by monitoring, Beductdcn 
in rej ecti on/ yield improvenent are endeavoured through use 
of SQC technique, C^timisation of product mix has been 
car,iled out through linear programming. The production plan 
of BBPL d^ends upon crude availability and is foimulated 
in consultation with Oil Go-ordination Ocxnmittee/Ministry, 
KIOC and HSL did not desciibe the system adopted by them* 

edacity Utilisation 

11,23 Efforts made for improving edacity utilisation is 
another aspect of investigation and selected enterprises 


wer© rsquesteci to r^ly the following questions 

What steps have been taken during the last three years 
for improving capacity utilisation? Please briefly 
describe the results achieved* 

11*2U- 5even high perfoitning enterprises viz IRl, NTPC, 

IOC, RCF, BBSL, HPF and NIC (Tl^&p)^ reported to have taken 
steps to improve their capacity utilisation. ONGC mentioned 
that the tern «eapacity utilisation*' was more relevant to 
engineering or the refining sector and it did not conceit! 
than as they are engaged in exploration and exploitation 
of oil. CGL is reported to have formed a committee for 
the purpose. Some of the common measures taken by the 
said seven high perfoming enterprises, are;- 

(i) Formulation of special schemes or constitution or 
energising of a group/commit tee/ separate department 
to (a) look after the general problans pertaining 
to capacity utilisation, (b) monitor trouble 
shooting areas, bottlenecks and equipment deficien- 
cies, and (c) take corrective action. BHSL have 
even foimed a Corporate Manufacturing Technology 
Development Group to review and identify potaitial 
means to remove bottlenecks, to steamline production 
and to achieve high edacity utilisation, 

(il) Progressive modernisation and replacement of 

defective/ worn- out machines and provision of 
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iiaproved veraions oi‘ oxi sting Li^icxiiaes to 

(a) iaprovG and provide balancing facilities in 
existing plants and (b) reach, or even exceed, 
the rated capacity. 

(iii) Teclinical/metallorgical upgrade ti on as veil as 
marginal invesuaent using existing capacity, 
resources and sld.ll to (a) improve performance, 

(b) eniiancG capacity of plant/oquipment, and 

(c) for line bala..cing, 

(iv) Better preventive ar;d pi'odictive niaints^aiice of 
key equipment and rr.oro effective in£pection 
practices to avoiu/reduce breakaovns and to 
keep the total turn around mays to the ininimuni. 
Some of the higl. i:. or forming enteig) rises have 
even evolved kaiiiteiionce l.anagenont Systems 
and prescribed maintenance arill s to ainirdse 
breakdo\7ns and 'od reouco maciiino acvniime, 

(v) Installation of captive pevor generators to ward 
off perennial pov.-er cuts. 

(Vi) The other measui’es taken by individual high 
performing enteiTmdses to enhance capacity 
utilisation include: coii.octing eouipnei.t 
id story to identify area of ma;dmum problems, 
rigorous monitoring for pinpointing deviations 
in operating control, conducting performance 
guarantee 'testing for confidence building, 
controlling operating parameters to improve 
equipment life, introducing attendance bonus 
scheme and improving voridLng conditions to 
eradicate loss of capacity utilisation on account 
of absenteeism and improving marketing. 


273 


Similar steps for improving capacity utilisation 
r^orted to have been taken by SiOIL, IISGO, KIOC, BBPL 
and HSLClow perfoiming), SAIL and HSL have t^en steps 
for modernisation and technology upgradation of their 
plant and equipment. SAIL, IISGO, BRPL and KIOC have 
taken steps for systeaatic maintenance/ overhaul of their 
plant and equipment. Certain other measures adopted by 
individual low perfoming enterprises, include: (a) improved 
work culture focussing on better team work and discipline, 
(b) better inter-plant cooperation ensuring transfer of 
in-process materials and inputs from one plant to another, 
and (c) MB efforts to improve production and efficiency. 

Results Achieved ; as a consequence of the steps 
taken for improving the capacity utilisation^ two high 
performing undertakings, viz NTC (TN&P) and HPF, have 
referred to their production levels and three namely, IKE, 
RCF and CGF have not reported. ONGG havfeonly referred to 
the wsuccess ratio", I.O.C, haver^orted overall edacity 
utilisation of mo* e than 100^ for the last three years. Some 
of the measures taken to improve capacity utilisation are 
r^orted to be (i) better preventive and predictive 


of some of the 
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maintenance; (it) i; 5 )gradation of 
©Quipment; (ill) regular control of operating parameters; 
and (iv) better Inspection practices* NTPC reported that 
capacity utilisation increased from 60% to 79% over 
successiTe years. The st^s taken to improve capacity 
utilisation were mentioned as (i) introduction of 
Maintenance Management System; (il) identification of 
areas of masimm problems; (lit) conducting perfoiraance 
guarantee testing; (It) holding Monthly Coordination 
meeting; and (v) rigorous monitoring of operations. BHEL 
r^orted that capacity utilisation of short cycle products 
serving the industrial sector in canpetition vdth other 
companies is 60% — 100^* The measures taken were mentioned 
as (i) establishing Coiporate Manufacturing Teclinology 
Dev^opment Groi:^); (ii) acquisition of technology; (iii) 
increased emphasis on marketing; and (iv) making marginal 
inveslanent for making better use of existing cgpacity, 
resources and ^ills* 

Three of the low performing enterprises have not clearly 

iMicated the results achieved through steps taken for 
higher edacity utilisation. KIOG have not furnished any 

information on the ai^ect. BBPL and HSL have simply 
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observed that their capacity utilisation efforts have 
shown better/ encouragirig results. SAIL have reported 
that capacity utilisation increased from 6 (>% in 1983-3if ' 

to 79^ in 1986-87* II SCO have referred to ‘‘aeiiievable 
capacity” which increased from &?% in l98l4-85 to 92 % 

( ah ticip at ec^in 1986—87 « 

Inventory Management 

11.25 Materials fora substantial part of the cost of 
production and the selected enterprises were requested to 
respond to the following question on management of 
inventories: 

Vfiiat technique have you adopted for the management of j 
inventories? Please describe briefly with results 
achieved for keeping inventoiles at desired level. 

i 

11.26 CCL mentioned that a committee has been foiraed to ; 

' ■ I; 

reduce inventory. Replies from eight high performing i 

enterprises, viz. IRS, IOC, OHGC, BHEL, NIPC, RGF, HPF and j 
NIG (IN&P), indicate that they have set up Material 
Management Inventory Control Cells/ Committees for Inventor^/ 
%)are Part Management Systems (Computer aided or otherwise),- 


to keep inventories at desired leveiSi to identify weak 
aspects and to find solutions relating to inventory 
problems. Usually the inventory levels are fixed at the 
time of foimulation of annual budget and contain details 
of purchase, consumption, inventory and cash flow etc*# 
Various techniques are being employed to optimise inventory 
levels. Most of the high performing enterprises undertake 
ABQ analysis for stock items/ stores inventorj/matertals 
handled. %)ecial attention in inventory management is 
attached to categories A and B. Planning, scheduling, 
and procurement of materials under these categories is 
constantly watched so that the enterprise neither carries 
higher inventory in respect of these items production 
is haapered for want of these materials. Most of the high 
performing enterprises have also classified and codified 
materials for variety reduction and standardisation. 
Heference catalogues have been prepared by some of these 
enterprises. IITPG, HPF and BHBL are carryir^g out continuous 
analysis of fast moving, slow moving and non-moving items 
as well as items which are not of critical nature. 
Liquidation plans for the di^osal of surplus stocks have 
been pr^ared. NBPC d^etes very slow moving itaaa^ and 
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itons not of critical nature from tiie orderbook, even if 
recommended by the manufacturers, iffiother technique being 
applied by sane of the high performing enteiprises for 
inventory control is fixation of m ajcimum/minimiaa and 
re-ordering levels for all stock iteas with regular 
offtake, on the basis of past consumption pixsfile and 
anticipated requirements. Some of the high performing 
enterprises are also trying to control inventories by 
^plying different techniques for different items. For 
example, KTC (TN<SF) carried out; (a) ABC analysis, the 
fast moving/ slow moving analysis and compari>' ons vdth 
Tandon Committee norms for inventory management of stores, 
(b) age- wise analysis of stock and comparison with Tandon 
Canmittee norms for finished goods} and (c) coup ari son s 
with Tandon Committee norms for raw materials and H.l.p. 
Similarly ONGC is usings (a) ABC analysis technique for all 
itans; (b) m aximum/minimiam technique for those items \dii<±L 
have a regular offtake (e.g. FOL, cement, chemicals etc)} 
and (c) VjE2) analysis for management of spares* Another 
vital aspect of inventory management /$ purchases. It 
appears fran the relies received from the high perfonning 
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e^te^f^ises that they are quite alive to the impact of purchases 

on the inventory levels. N 1 !pc, for instance, try to maintain 
inventory turnover ratio at 12 month period. CX3L have 
infonned that a cramaittee has been formed to reduce 
inventories* In RCF, computer indents are generated for 
stock itons based on reorder levels* Purchase order aid 
indents fol3ow-up is aided through outstanding purchase 
order/indent lists from computers. HPP are effecting 
purchases of bulk of the materials on regular annual 
contract basis, predetermining the requirement on the basis 
of standard norms of material usuage and volume of 
anticipated production. Hence proper scheduling for receipt 
of materials is done even at the time of placing orders. IRE 
are adopting material planning with clearcut procurament 
policies encompassing vendor equipment, vendor rating and 
ancillaries. They are also following the system of 
centralised rate contract for items amenable to bulking. 

imong the low performing enterprises, SAIL have a Materi^ 
Managanent Department at each steel plant to manage 
inventories and IISCO have Indent Scrutinizing Committee 
for monitoring purchase of spare parts, as for techniques 



appli ed^ SJilL and IISGO carry out ABC analysis of vailows 
stock itans, Bevlew of sOLow moving/non-raovlng itonsis 
don© regularly by SAIL, IISCO and ESL. In addition, SAIL 
and KIOC are fixing maximum, minimum and re-ordering levels 
for Various stock items, SAlL*s ordering system is based 
on EOQ, SAIL bave also embarked upon a system of codifying 
items as well as formulation of in-plant and inter-plant 
standards with the help of Bureau of Indian Standards, 

IISGO are applying standard procedures of quality control# 
KIOC have emphasized that since their invmtories consisted 
of spares of equipment, they are purchasing certain 
^entities of spares along with the equipment. Thereafter 
additions are made adcording to r©-order level system as 
well as assessment of spares for particular production 
programme on annual basis with staggered deiiver^ies, BBPL 
have mentioned that raw materia s products inventories 
follow certain industry noims on storage, Invoitories of 
petrochemic^s have two a^ects: (i) meet the market share 
by Variety of strategies; and (ii) maintain production at 
a manageable level frcra storage consideration# 

11*27 Besults Achieved ; BSa reported that inventory 
turnover ratio in terms of number of days consumption 
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has comedown to 150 days at the end of 1^5-86 compared to 
270 days in 1980. HPF have reported impTOvonent in the 
inventory level over the years. The level of inventories 
in terms of number of days consumption in EPF has fallen 
from 114- to 97 days in m stores and ^ares and from 132 
to 38 days in finished goods, respedtively as on 31.3*83 
and 31 . 3 , 86 . The woiic-xn-p regress has, however, increased 
from 16 to 31 days over the same period. NIC (TN&P) have 
claimed that they have, by and large, succeeded in keying 
inventory levels within the noims, excepting in the case <f 
finished goods and W.I.P., particularly cloth with 
processors. However, since their composite mil3 s do not 
have enough edacity for processing grey fabrics, they are 
forced to send the greys to Bombay for dyeing. Moreover, 
their composite mills do not have fabric printing facility 
and they have to d^end on outsiders who are not punctual, 
in completing the job. Due to this handle^, the wo He- in- 
progress is below the noims. In finished goods, particularly 
cloth, NTC (TN&P) is at times forced to carry higher stock 
because of the unfavourable marketing conditions. IRE, NTPC, 
CGL, ONGC, IOC and HGF have not responded on this aspect. 


ABong the low perfoitaing enterprises, KIOC have r^jorted 
that they have, by and large, achieved the results ot 
keying the Ifflventories at the desired level. SiilL have 
mentioncsd that there has been definite iisprovement in tbs 
pattern of stores and spares as a result of their inventory 
mahaganent# Their inventory of stores and ^ares in, teias 
of Value fell froai fis. 69^ orores as cm 31.3.1984- to I1.616 
crores on 31.3.1986. IISCO, BSPL and HSLiiave not respond^ 
in this connection* 

Financial ^sterns 

11.28 To ascertain the efficacy of operation of financial 

systems of laidgeting cost control, the selected 

enterprises were requested to answer the following questions 

What financial systems of budgeting and cost control—— 
have you adopted in your oi^anisation? How have these 
worked over the last three years? EL ease describe 
briefly with eramples. 

11.29 Bidget ary Systaa s The responses from the high 
performing enterprises repeal that de^ite a wide variety 
of adaptations in the budgetary system to suit the needs and 
operations of each enterprise, there is a basic uniformity 
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in their approach* Ihterprises usually pr^ are capital 
and tjbe rerenue budget on the basis of thrust areas 
identified in the corporate plan or, otherwise, defined as 
overall objectives* The budget guidelines are laid annually* 
The annual budget is then foitnulated in detadl, project by 
project, unit by unit, process-by-process and product-by- 
product, on the basis of order book position, on-going 
investment schemes, technology absorption, customer 
commitment, available capacity, norms of materi^ usuage 
and edacity utilisation, actual/p ast experience, new ideas, 
changing environment and anticipations for the future, etc* 
The annual budgets set physical targets, and give financial 

interpretation to theoi so that ^ heterogmous, but 

% 

interrelated targets are brought to a common unit of 
measurement. Sbr short term control purposes, the physical/ 
financial targets are broken down into monthly/ quarterly 
targets so that actuals achieved for, and up to, respective 
period caSi be compared vdth corresponding targets for 
appropriate atctidn* The control is effected through a 
system of MIIS iMchimonitor the actual performance 


% 
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via-ariTis piiysical/finaiicial targets. To ensure 
effectiveness of the control tool, periodic^ reponing 
and review mechanism has been incoiporated. The review 
is Carzied out at varitzus levsflLs in the entez^rise and 
corrective action taken, wherever it is deemed desirable. 
4part from these, NTPC, IOC and BCF have introduced the 
conc^t of zero-base budgeting. 

ipjong the low perforaing enterprises, SAIL and IISCO, have 
a systan of budgeting akin to the high perfoiming 
enteiprises. There was no reply from BRPL in respect of 
system of budgeting, while KIOC have simply mentioned that 
they follow the system of annual and monthly budgets. HSL 
have r^orted that their system of budgeting is mostly 
based on variance and exertion analysis. Vast improvement 
jM this reject is still required. They hope to implement 
uptodate on-line system on their computer soon. 

'^‘*•30 ^_st Control Systams The question on cost control 
system evinced re^onse from all high perfoiming entezprises 
except IOC and BBEL. HPF referred to the system of standard 
costing for controlling cost of operations in their 
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organisation, standard costs, reflecting the "budgetary 
norms, are set rigidly to motivate departmental managers 
to attain higher levels of efficiency, Tlie actual costs, 
(with reference to "budgetary provisions) arc monitored 
and compared with the standard costs periodically, 

"Variance analysis is then carried out to highlight deviatlc 
on account of material usuage, price cloanges, plant 
utilisation, exchange fluctuations, government levMs 
etc, Appr(^riate corrective measures are taken accordingly 
The HPF have found this sy’sten effective for cost control. 
IHE and RCF follow a similar Sj'stera, The system of cost 
control in NIPC (operation and maintenance phase) and NTC 
(TI'JSJ>) are dependent on tariff agreement and statutory 
Cost Accounting Record Rales, resj'iectively. In NTPC, the 
operations and maintenance hudget targets are fixed at a 
level comparable to^or beater tlian, the norms adopted under 
tariff agreement. The variance analysis between these norm: 
and the actual ones is carried out periodically to identify 
controllable and non-con troll able factors and for suitable 
corrective action. For the construction phase of their 
activities, however, the project vjork is split into various 
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activities which generally respond to contract packaging* 
The ^proved cost, the contracted value and latest 
assesaa^t of cost to completion for each activity are 
compiled to get an overall idea of variation in costs and 
the areas where improvement can be made so that by 
controlling the physical and financial parar^ters, the 
major objectives of cost control are achieved and project 
cost is within the reasonable limits of the approved cost* 
Noimally the cost variations are broadly analysed under 
categories of price- escalation, scope/physical changes, and 
“other cases” such aS custom duties and exchange rate 
variations* The imc have found this system quite useful 
in construction, operation and maintenance phases of their 
project* Ihe textile industry is covered under Statutory 
Cost Accounting Record Hales* Bor costs control^ the NIC 
(TKiSp) have been using cost accountiig both on margingCL 
cost and absorption costing. The margin^ costing technique 
is used to select optimum product mix. The activities of 
OHGC are altogether different since they are engaged in 
exploration and exploitation of oil and gas activity (and 
not in processing and manufacturing). The elaborate systgo 
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of cost contrcO. ONGC have developed for its major 

activities - naaely (a) geological a»d gec^hysical surveys, 
(to) exploratory drilling, <c) development drilling Cd) 
construction of production facilities, pipelines etc* and 
(e) logistic ainlnist native and financial support - differs 
widely from activity to activity and stage to stage.Broadly 
speaking, it entfiils comparisons of budgeted costs and 
actual costs through measurements of such parameters as 
cycle speed, line meters covered on surveys, expenditure 
on drilling/ surveys, productivity etc. The variance 

vi^iax^Bis enables them to pin point whether the targetted 
activities have been achieved at the targetted expenditure 
and analyse the reasons for variations for suitable 
remedial measures* CCL reported that thpy are in the 
process of finalisation of target for cost control* 

Jmong the low performing enterprises, IISCO, SilL and 
KIOC follow a system of cost control which is, in essence, 
similar to that followed by seme of the high performing 
enterprises like IBE, EOF and HPP* BRPL have only referred 
to the creation of cost consciousness among operating 



departments, but have not provided an inkling of their 
system of cost control. HSL have reported that their cost 
control system is mostly based on variance and exception 
ansdysis. 7 ast improvenent in this respect is still required. 
They hope to implement uptodate on-line system on their 
computer soon. 

11.31 Wbilcing of Systems ; GCL, IRE, ONGC, IOC and RCF among 
the high and II SCO, SAIL and BHPL aaong the low performing 
Qiteiprises did not reply how the budgeting and cost control 
systems have worked dv 7 >^^ the last three years. BHa have 
moitioned that they are having satisfactory experience in 
budget foimulation and control vis- at- vis the targets and 
that the participation is wide which ensures commitment. 

HTC (HJ&P) have observed that the (marginal costing 
technique) analysis has helped them to go for more of value 
packed/value added products. "UPP and NTPC have provided 
data on actual and budgeted costs and are satisfied with 
their system of budgeting and cost control. Aaong the low 
perfozming enteiprlses, BBPL have mentioned that their 
systems have wo iked satisfactorily, but HSL feel that vast 
improvement is required in their system. Other low p erf oiming 
enterprises have not responded in this reject. 
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Pricing Policy 

11*32 Pricing mechanism is another a^ect lihich has beaa. 

enquired through the following question: 

What are the systems and procedures followed for 
fonmulation of pricing policy and making changes therein 
for your products? Please describe briefly with 
reference to major products of the enterprise and moition 
the marfcetshare of each sq)arataly* 

11*33 Kie re^onses to the question from most of the 
fourteexi stiL ected enteip rises reveal that dqp ending^ product 
and/or situ at ion/m art et, the prices are fixed in confo unity 
with! (i) administered prices, or variants thereof; (ii) 
domestic competitive prices; Ciii) international market 
prices; and (iv) a combination of any tvo or three of these* 
Moat of the products of C5CL, IOC, OKGC, SAIL, IISCO and 
BBPL are covered by administered prices. In MEL, HPF, BCP 
and NTC (TN«SP), the prices of the products are fixed with 
reference t© doaestic marfcet condition and cost plus basts* 
Prices of HIPC products are fixed under a specific Act, a 
system akin to administered prices* The prices of products 
of KIOC acd HSL are fixed on the basis of international 
market conditicms* The criteria of fixing prices of IBB is a 
combination of aflll the three modes*' 



11.^ Adjnini stored Prices: The systejm of fixing administered 
prices, differs from product to product and enterprise to 
enterprise. In CGL, the prices of coal are detenained by 
the Bureau of Industrial Costs and Prices. The prices of most 
of the products of IOC, OUCO and KIPL are fixed by tte Govern- 
ment. However, prices of some of the products of 3HFL, such 
as Cl'iT and fibre, are not administered and are detormined by 
market forces, scanning of market conditions, intelligence 
reports on competitors* moves, production plans of tiie company, 
inventory status, financial position etc. The prices of iron 
and steel products from major producers, including SAIL and 
II3G0, are regulated by tlie Governmon t, presently, Joint 
Producers Committee (JPC) is authorised to fix prices of 
most of the categories of ircn and steel. However, the steel 
prices are still indirectly regulated by the ^ Government t^jyough 
the Iron and Steel Controller vix) heads tiie JPG, The fixation 
of prices of these products is based on prices of major inputs 
like coking coal, poxfor, railw-ay freight^otc; and accepted 
norms of efficiency for the operation of stool plants. However 
as per SAIL, past experience shows tiiat regulated prices of 
iron and steel do not move with the escalation of prices of 
major inputs, leading to losses by Steel Plants, The prices 
of products outside the purview of JPC, like scrap, secondaiy 
products etc, are dependent upon demand/ supply situation. 
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Castings are marketed on cost-plus profit basis while spun 
pipes are sold as per I>JS&D rate contracts, power being 
an electric utility, N'fPG product price is fixed under the 
provisions of SLectric (Supply) Act, 19^. Under this Act, 
the tariff of a generating company is fixed in such a manner 
that, after meeting its maintenance and operation exp-erjse, 
depreciation, interest charges and taxes, leaves a reasonable 
anount of surplus, the quaritum of which is to be deterained 
by the Government of India. 

11o 35 Domestic and Cost Prices Base; fhe second cQm.iOn mode 
for fixation of prices of products by public sector 
enterprises is the prevalent domestic market prices and the 
cost price. The pricing systaa for most of the products of 
BHKL, KPF, HCP and NIC (m&P) falls under this category. 
Prices of products of BGF and FTC (n:<Sp) are fixed solely 
by market forces while HPF fixes the prices of its products 
on the basis of cost structure. BHSL* s marketing is 
organised along sector lines and the prices fixed according t< 
the nature of the product aJJd the prevailing maifeet • 
environment (domestic global or both, as the case may be). 

11.36 International Prices Base; The third raode is the 
fixation of product prices as per prevailing 
Internationa prices; e.g* prices of the products of 


291 


KIOC and HSL. ivEOC being a 100>i e^)ort oi*iented unit, iiac, 
by and large, to accept cornpetitive international price, HIL 
fixes tlie price of ships as per International party price (IPP), 

11.37 Mixed Base ; Tte fourth node of fi:ang prices by selected 
enterprises is flexible one and a cosbination of any two or 
three of the criteria described above depending on tlie product, 
IP£, for example, follows a ti'uoe-pronged pricing policy; 

(i) tiae prices of products eiriorted depend on in oernational 
market situation, (ii) the prices of minerals scheduled under 
Atonic Energy Act, i960 and tix? prices of tiie products of 
Thorium factory are adminisoered, and; (iii) the prices of 
its other products, like si3.in4nite, garnet and T3P, are 
fixed talcing into account the market conditions, 

11.38 Changes in Price llochanian ; Regarding ‘changes made in 
the price mechanism, only IRE, i^iPC, EPF and NTC (TI'EF^) have 
reported on this a^ect. According to IRE, EPF and NTC (TI>ISi^) , 
revisions in prices are made when it is absolutely essential 

and mostly with reference to cost of production and for variations 
in prices of inputs as v/ell as market sentiments* NTPC, on 
the other hand, have moritioned that they have entered into an 
agreement for tiie sale of power from its regional super thermal 
- stations to beneficiary states for a ^ecified period. 
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11,39 Market Shares CGL, BIIELj HCF, ONGC and BKPL did not 

indicate tiie market share of their major products. iZEOC has 
mentioned that the product of their company is fully exported. 

The other seven selected enterprises have given the details of 
the market share of tteir major products. Most of tte products 
of these seven undertakings liave a major and in some cases, even 
100% share of the market. In II£, the market sliare of elc-v©7i 
out of 12 items is hetween 95 and IOO/ 0 , in IOC, tiie market 
share in six products out of seven varies oetueen 52 and 69 fj, 
hPF had share in still material and 100 ‘3 in cine and 
x-ray films (except ^ecial type of films). SAIL and II SCO 
share varies hetween 6o-100/^». KSL has a substantially liigh 
sliare in shipbuilding and 25ja in shipropairs. The market 
shares of NTC (TN&P) products is a «triciiLe». 

11.^ Marketing System; Modern marketing system coc^rises 

number of sub-systems like sale promotion, quality assurance, 

customer satisfaction, after-sales service and “listening** 

to the customer. Companies tirat are efficient usually do ven 

in all these fields. To rinder stand the marketing system of 

the selected enterprises, tlae following question was posed; 

What is your marketing system with 
reference to sales promotion, quality 
u assurance, customer satisfaction and 
af t^- sales services? pT-eaSe describe 
1 briefly with referarjce to major products 
of your luidertaking,' ; 
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11. in ..S a .l g ,.S.££giaa U ftDS 5:hG replies indicate ttot the sales 
promotion efforts of tiie high performing enterprises usually 
follov/ the nature of products and tiie pattern of markets they 
operate in, ONGG, for example, mentions tliat tiiere is no need 
for sale promotion since Indian economy is deficient in oil. 
Similar is the case with HIPC, v;ho regard their customers as 
“heneficiaries”. Some of tie high performing entertirises like 
IRE and WFf have delegated the sales promotion function to; 

(i) sole selling agents, distrihutors and stocld-sts, (ii) raerkei 
ing outlets and depots, and (iii) high level delegations to 
protective markets in Europe and Japan (IRE). IOC and HTC 
(TI'JBP) promote sale, tlirough routine and t^^ial advertising 
compaign^ apart from other meaaires. 3hEL, CGL and ItC 
organise seminars, training, and service weeks at retail 
outlets for customers as well as Ixild intensive interaction 
with them- An integrated sales promption effort is 

vigorously pushed through by BHEL and RCF, taidLng into account 
many parameters as customers satisfaction, quality asairance, 
price competitiveness, corim;itment to customer etc, by v;ay of 
suitable advertisements, village adoption (EGi?) , free soil 
testing services (HGF) , credit sales facility, customer 
participation in development/identification of technology and 
eaerging market needs, publications (product and technical 
data manuals) etc. Jtoong the low porfoiming enterprises^ SAIL 



2$h 


and II SCO have so far taken only limited soles promotion measures 
because steel is essentially a cocKiOdity vhicii iias been tied 
by various distributive controls of the covernmont. x»wevor, 
they have evolved sales promotion measures in respect of products 
wMch do not come under the purviov/ of controls as v.'ell as value— 
added and sopilsticated items such as pipes, electrical sheets 
etc. These two undertakings as v/ell HOC also promote sales 
tirrough intensive interaction with ti:je customers in order to 
evolve acceptable technical parameters so as ro cater to their 
tailor-made requirements in terms of sizes and specifications 
etc. 3HPL, are in the process of evolving a sales promotion 
programme, HSL have alluded to the adoption of multi- 
pronged aggressive approach to sales promotion, but did not 
elaborate, 

11*^2 Quality Assurance; ICC and are reported to ijsve 

given prime importance to quality aspect and developed it into 
a regular system. In both these entex-prises from tie stage 
of procurement of materials to production and on to the final 
selling, stringent quality control ciiecks are applied. This 
is ensured through: (i) specially designated per sons/ groups 
re^onsibi:^ for quality control *(ii) a net work of laboratories 
including mobile laboratories (IOC) ; (iii) tests conducted in 
the presence of customers (BHEL): (iv) tliird party inspections 
(BHEL) ; and (iv) regular update of ‘ technologies tlrough modern- 
isation of lab, equipments (lOCO# i!^TPC have reported tliat through 
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stringent quality control measures tiiey haYO acliieved very higli 
plant load factor of their generating stations witli an average 
of 79 iTi 1986-87, as against all-India average of about 53 /^» 
lEE and (MQC (for natural gas) assure quality by strictly altering 
to tte specifications mutually agreed upon \d.th the customers 
and maiclng changes in ^ecifica tions ohiy to suit customer 
requirements. In cruae oil, OiiGG atto.:,pt to maintain tte 
quality/ of crude regarding oottom sediments and water contents 
to meet refinery requirements since price of oil lias some 
relationship with quality, lipF did not refer to measures of 
quality assurance, GGL have pointed out that quaqity and quntity 
of coal are taken care of through direct distribution system, 

RCF regard quality assurance as one of the many parameters for 
sales promotion. jJ/TG (Tl'gd>) ensures quality tteough replacement 
of defective goods. Of the five low perfoimihg enterprises, 

HSL and BiiPL have tlirown no light on tte subject of quality 
assurance, — ilOC have merely pointed out ttet a systei:i of 
quality assurance is the re ^ on sib i 3 .itjr of the Production Division 
and adequate tecimical and equipment support is available lor 
this puii)ose. Quality assurance in SAIL and IISCO is, however, 
reported to be a continuous process^, encompassing, all operations 
from tte receipt of raw materials to tte supply of finished products 
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to the customers. They liave also constituted q-jocial quality- 
assurance and ouher groups to ensure: (i) strict adherence to 
technical process, control norms, packaging, standards, inq>ections, 
etcj (ii) quick seriricing of complaints of customers; and (iii) 
proper guidance to customers on product applications. 

11.^3 Customer Satisfaction ; Cat of the nine iiigh perfoiming 
public sector enterprises, GGL > iffPG, IIP? and IITC (StcP) did 
not react to the part of the question relating to customer 
satisfaction, IliE, ICK) and EG? have mentioned that their 
market system is geared -tov/ards aciiioving excellence in customer 
satisfaction. This is achieved through quality products and 
technical services in ICC and oy strictly adher^ing to the 
delivery schedules and maintaining quality of the px'oduct, in 
IHE, BliHL hai[€inforraed tliat customer satisfaction occupwey a 
vei*y important place in tlieir functioning. Their Product and 
the Project Management Groups are in constant touch with tiie 
customers for taking care of their needs. Besides, customers 
are trained at the manufacturing division/ collaborators •'.•/orks. 

The concept of Project Management in 3IIHL gives a single point 
contact to the customers for catering to tlieir needs vd.th speed. 

OI-IGC hayg, regular meetings with the consumers of OIL, LPG and NGL 
directly as well as in Oil Coordination Committee. In these 
meetings, the problems and forecasted requirements of ccHEisumers 
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arc d-iscussGci and decisions "taicen detior cuGuOLier sa uisraction. 


As a part of the strategy for obtaining custc^jner sa'&iof action 


tln'ougli after— sale service noas-u 


BiiHL i'iave sot up eight 


service centres in the country for nee ting she aftersales 
service needs primarily, Bosidesj they have central “oeryice 
al cer- sales’* group at helhi for meeting tlio needs of soares and 
services. They also maintain pool of s^jores for urgent needs cf 
w.e customers, Based on customer roquiromenu, tliey take un 
reconditioning and renovation of povor plants. The ro^ of tlae 
perfox’ming enterprises iiave eitiior not reported about 
af-cer-sale service meaaires or have such products xhiich do not 
require these facilities. 

Among the five low performing enterprises, only SAIL anu Hgcc ^ 
reported to teve systems to look after cuseomor satisfaction, 
j-iiey have set up separate wings/ sec tions/dopartnonts and nominated 
officers to vigorously/constantLy liaise vd.th the customers to 
improve level of customer services.,.. This also proviaes a regular 
feed back information about the results of corrective action 
uaxien at the plants and performance of their products at tiie 
customers* end. In Cas© of genuine manufacturing defects, free 
replacement or otter mutually agreed commercial settlements are 
arrived at. Moreover, corrective actions are token in the productior 


298 


lines based on tliGsQ feed backs. Another salient foatcire of 

customer satisfaction drive in these teo oi-t'anisa tions is re-^^ulo 

visiy^ of representatives of major customers to the plants, 

and of IISCO/SAIL personnel to the customer for better 

appreciation of customer* s problems. For sottloment of quality 
cute. 

complaint, they reported to liave decentralised and q'^eoded urj 
the operations in the post-sale activities. iiavo yet 

to develop a system of customer satisfaction ana af'uor-sale 
serviceis, Eai) have mentioned ttet tiiey liave adopted a multi- 
pronged aggressive approach for cus'fconer satisfaction and 
after-sale services* .JOG iiavo mentioned tiiat they hold 
discussions v.-ith their customers to moot tlioir requirement 
but product peculari'cies do not call for after- sale service. 

11. 4^-}- Gu stomer s * Feedbacla llie excellent companies are said 
to believe that the customer/user is supreme os a generator 
and tester of ideas. In tliis context, the selected public 
sector enterprises uere requested to repl^tho folloxiing 
question: 

Is there a siiecific and regular meciianism 
for sales personnel to solicit customer's 
ideas for bettei^of tl^ product/ services? 

If yes, please give examples of ideas 
implemented over the last tirree years* 
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11.^5 haang the high performing enterprises, 3ii2L have 
a regular system of product development tlirougli such measures 
as feed, hacls/intoraction with customers Involving market 
surveys, customer conference, technology develoivnent/ scanning 
and regular performance analysis of commissioned equipment. 

The customer feed back in BIiEL helped in improvement and 
development of direct ignition of pulverise©^ coal, E3G boilers, 
bowl mills pumps, etc. GCL , IOC, OiJGC, EOF and I 2 P? maintain 
a close liaison with the customers through market surveys 
and their regional sales offices/marketing department/field 
officers etc., who directly meet che customers to solicit 
ideas for betterment of products, service etc, ifTG(2iiSl>) 
holds periodic meetings with its identing agents to identify 
customer* s choice, perferences and needs. They have also 
placed suggestions books at its 77 retail outlets to 
record views of customers wMch are taken note of, lEE 
did not respond to the question. NSPG solicits custajers* 
ideas tiirough meetings. Of tlie five low performing 
enterprises, BRPL have not yet evolved a system of interacting 
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witih the custoiaers* IvIOG and riSL are Bainoainiiig regular 
direct cwtacts ■with the custonersj including personal visits 
and discussions vitii customers. In HSL, the feod-Daciis from 
customers liave helped in construction of sopiisticateo. drill- 
slip and emharling upon faorication of vell-hoad platfona. 

II SCO solicits custoners* iueas thi'ough nariiet analysis for 
wiiich major customers also approach them, fhe cusrcmers 
contacts and feed-backs iiave helped them in production of 
special coils like »Z‘ bars, 'Z* pilings, colliery arch 
joist, 90 mm;"$ 0 r.aii angles. SAIL liave referred to 
the ‘Product Development* plans, the plxLlosophy behind 
wiiich has been to match the producu miic wiuu chaHj^ing 
needs of the customers. Ihe specific requiji'emen ws of 
the customers in uerms of quality/i^ecif ica ion s and 
section profile/ sizes Are ascertained ani-product linos 
are re— organised to suit the customers* needs. Similarly 
in the area of normal marketing operations ana after- 
sales service, the opinion of the custarioi's and ureir 
associations are taken into account for future planning. 
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Interaal Control System 

11*46 Intemel awdit and vigilance occupy a very 
strategic position to cujrt> socially undesirable conduct 
and prevent malpractices in an organisation* To 
understand the impact of these two systans on management 
efficiency, as perceived by the organisation and the 
executives, the following question was askeds 

What are your systems of internal audit and vigilance? 

What in your opinion are their impacts on management 

efficiency? Please illustrate* 

11*4-7 Xntemal Audit Systaa ; II2ie replies received from the 
nine high perfoimirg enterprises reveal that basically 
there are two tjpes of systems in vogue. The first is a 
typically bureaucratic systaii broadly structured on the 
pattern of functioning of audit in govemmoit d^artnents 
and pertains to audit of accounts only* In CCL, HCF 

said NTC (TK&P), the intemsl audit is carried on periodical 
regular basis and audit r^orts are prepared. These reports 
are first discussed with the concerned d^artments and are 
mutually thrashed out. The audit paras which are not 
resolved satisfactorily are referred to higher esche"' Ions of 



302 


managonoit for consideration and appropriate corrective 
action. The second system is multi- dimensional and has 
been adopted by NTPC, IOC, BKSL, OKGC and HPF. Broadly, 
the functions of audit under this dispensation are two 
fold: (i) auditing of accounts, and (ii) efficiency or 
technical audit of existing systems and procedures, 
functions and operational areas. The procedure and 
methodology adopted for auditing of accounts is generally 
similar to that followed in the case of audit of the 
first tjpe. The efficiency or technical audit is,however. 
Carried out by a multi-disciplinary tesea comprising cf 
audit, manageBait and technical expertise. Efficiency/ 
technical audit encompasses a very wide range of areas, 
such as existing S3’'stem and procedures, functions/locations, 
operations etc. The emphasis in technical audit is on 
improving efficiency rather than identification of 
shortcomings. Since the technical/ efficiency audit r^oifcs 
give an analysis of the basic causes for deficiency/ 
inefficiency/lapses etc., it enables the top m^aganent 
to take sppropriate preventive measures and policy 
decisions to aTOid recurrence of such l^ses/f allures in 
future, iinotker significant feature observed in the 
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relies from many high perfoming en ten) rises (IRE, OKGC, 

IOC, BHEL and NTG (‘IN&P) is that their internal audit 
systems is governed by an internal audit manual setting 
out objectives and activities of internal audit. However, 

GCL, NIPG, RCF and BPF did not refer to the existence of 
aich a manual in their officii relies. 

Anong the low perfoiming enteiprises, the internal audit 
in KIOG mainly consists of postcheck of adherence to systems 
and procedures. Internal audit in BBPL is being done on 
a selective basis since the audit group needs strengthening. 
In IISGO, SjilL and HSL the system is bureaucratic similar 
to that of goverraent de-j artments. SAIL management have 
rqjorted that they give, from time to time, special 
assignments to internal audit which could lead to reduction 
of expenditure, and improvement of revenue, productivity 
and profitability. This practice helped in reducing the 
port rent considerably. 

11*^ Impact of Internal Audit System ; Regarding the 
impact of internal audit on the organisation efficiency, 
widely divergait opinions are discerned from the responses 
received. Among the high perfonning entezp) rises, CMDs 
opinion was not given in rq)lies from IRE, HPF and NTC(TKr<SP)^ 
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In iiSPC, OK'GC, CGL, luC, HCF anu tho official 

replies indicated a positive impact of internal audit on 
manageaent efficiency. liOvevor, a ciiief executive officer 
was of the view that audit work usually results in fault 
finding and piling up observations. Official replies 
from li!2PG and CiiGG praised ti-oir iriuernal audit system. 

In OkGO, the Internal /uidit Sz.'stea. has helped in modifying 
various policies to reduce vrasteful e:-qp.eriditure and in 
taidng disciplinary action against officers for their 
lapses. II3C0 felt that internal audit iias helped 
in proper administration. Ir* a largo organisation lii.e 
theirs, deviations from rules/procedures/conaucto can 
occur and internal audit, along viith vigilance pro-vtldos 
’’chocks" and ’’balances", hut the Secretary, Iron and 
Steel Engineeritig uidon m^s of .the view to*at ti-e 

internal audit as well as tho vigilance syst<■^m are geared t 
the fault finding and suggesting punisment v.ujeroas 
these shoula be broadbased and shoulu aim at suggestirig 
improvement also, Both SAIL and HSL have felt t.at 
there is scope for improvement of the internal audit 
system and that this system needs to be strengtlKnod quali- 
tatively to take up efficiency audit, hue to this 
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inadequacy^ the management is at a cli['-ht disadvantage, 

SAIL lias also mentioned that the internal audit has 
benefitted them in cases where ti;ere is scope for 
reduction of esqienditure and incroaco in revenue, A 
very senior executive of K3L is of the opinion that 
internal audit is mostly a post-mortem affair and uict *t 
functions more to please the iiigii-ups ratiior than to 
satisfy the ha sic noimis of management functions. In 
BBPL, employees are becoming conscious of the iuiplications 
of internal audit. Another very senior executive of 
3I1PL has opined tiiat the internal audit system lias 
not served the puiniose of improving management efficiency 
because adocuate action is net uaxen against, tiie 
defaulters of i-ules and procedures. It is also reported 
tiiat in some case of misutilisa tion of power insi^ead 
of tailing action against the concerned people, tije 
powers of all tte people at these levels were wi-thdrsv/n 
resulting in uemoralisa tion of iionost officers. iZOC 
did not resuonci to this pjart oi the question, 

11.1+9 Vigilance System; Among the Mgh perfoiTiing 
enterprises and IOC are reported to iiave vigilance 

system having both preventive and the punitive iunctions. 
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Vigilance organisation is headed oy a vliiei jigilancc 
Cfficer (CYO) on deputation from the Goverrmient in both 
the cases. I’he undertakings oeliov^ tiiau a GVO on 
deputation would be in a better position ^ resist 
pressures from within the organiscuion and would function 
objectively and independently. Ihe vigilance aopartcient 
lU'ider the CT/O carries out inuepth stuoios of tno uivorse 
operations of ti.o enterprise. In those on-geing suuaxcs 
vigilance executives, teclinicsl experts ana execui^rvos 
from otiier disciplines ar- associated. On the preventive 
side, the rules, p-'oeeauros, practioos etc,, oo .aining 
in the organise tion are caref-olly stucied to streamline 
these for narrowing dotn corruption prone areas, me 
preventive vigilance in .rfpC lea CO amoni^ii.en o in 
gratuity rules for retiring or:p!loyeos involved in 
disciplinary cases, provision for aeclafa-cion of relatives 
who are conti'actors ana laemoers oi t-:-e same liiJ and 
organisation of training programoes. On tiio punitive 
side, sue moto doparxmental enquiries and investigations 
on all complaints are unaer taken . ihoso who are found 
BTQ i,,iven punisxajient co. xion sura te w ith the 
guilt establisiied, OMG-C and BhEL did not respond to 
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ti:is aspect oi' the question. I*lE, C^L and nxC ('dc'i*) 
iiave xaentionod that, they have avfod-i-ance G/jae*-*. --v* 

liave re^Dlied tirjat their vigilance syGt.eir* is sinixlai' vO 
that of any other public sector enterprise . ilPl i^ave 
mentioned that they have t-.;o vigilance organisations 
(i) vigilance uepartaent vhd.ch investigates tne procoum'al 
irregxiLarities ana corrupt practices, ana (ii) socruiiy 
department widch concentra ae-s ..ainly on physical 
assets; for example proven tion/dexc tic n of tnefts. 

IHE, OhGG, BiiSL and h'i'G ('f'ilP) uiu not reiXiOnu to 
the question of impact of vigilance sysaon on uaiia. euont 
erficiency ^ ’iii'fPC, itv, toL, ‘^**a ^*0 • 

raentioned tiiat it iiad a positive olfoct. 

Among the five lev performing enterprises, II SCO ana 
SAIL have vigilance system uhich acccras -.i::m prion uy 
to preventive 'Vigilance, Iho -.-igilanco sysoon in nOG 
is reuorted to be the suandcra one prescribed for public 
sector enaoxin'ises but information vas not given about 
its impact. 3ri>L and liSL have fomiu li^t their irigiiance 
system has inadequacies anu limitations. 3I^L aoscrlbed 
their vigilance system as a one-man siiow. hSL mentioned 
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tiiat the strens in ti.eir or-janisa ticn is sore on socyyity 
tiian on vigilance and that ahoir vigilance aepararcoii a is 
being strengthened qualitatively to /Ivo luoi'C proir.inence 
to vigilance, Iiegarding the inpact of the s-igilance on 
nanagenent efficienc^^IISCO anu SAIL ropor'ced ti.at their 
vigilance sgcren lias helped in checiririg corruption, boosting 
oho noralG of honest officers oiiv^ proviuing ’‘checlis an^. 
balaiices”. ihc Secretary, Iron anu stool Engineering .-.crher 
Union, iiouever, had a different perception. According 
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punishiiont. he has also isorrcionod chat the systers 
si'iould sug-:est tiie vays oc invj-ovo also and tijst trio 
people 'v.’irii nov; ideas shoula replace old bureaucrats, 
Tiiough the vigilance sysren is yet ao uo ful3,y developed 
in BHPL , the employees have becosie conscious of trie 
implications of vigilance, iVo senior executives of 
"the 3HPL and the HSL have difioront perception. In 

P-.c^coj„ce, wi iO 3 '■Om dee s no^ r. n e c ni r ^Oi * Cj. a x , 

oncuiries do net get coraplotod 'so ahe logical end ana 
malpr a c ti ce s are not off oc ti vely uoal t v, i th. ilii s ha s 
created an environment of distiust and suspicion leading 
to lov morale in the organisation and embara ssaont to 
management personnel in dealing with vor hers. 
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im’oriaal vis-a-vis Forrnal Apirrooch 

11.50 S'/stei^.s are essential tools ior enriancing manar-erial 

effectiveness. She approach to their application could be 

formal, informal or a blond of the two. Gross section of 

views of the senior executives wore ascertained on the 

following question; 

Ai’e there any areas ir; your opinion 
where infoirtal approach is better than 
formal systems anu proceuuresi If yes, 
please briefly uoscribe with reasons, 

11, 5*1 Q'ibs of iJ^F, iffJ C -IliF) ana IQG among the high 

perfonaing enterprises; anu hlFL (low porfcnring) believe 
that in the public sector uriuor tamings I'citial approacli 
to systems and procedures is always prof .-r able to 
the infonaal one because of their eccoun’tabilitj- to 
various agencies. On tiiO other hand, Gi-iDs of IF!;, GGL, 
i<IFC, Ch’GC, 3ii2j’^"arid EOF among tix? high performing enterprise £ 
and II SCO, iHCG and HdL among t;ie lov; perfonaing onterpiises 
wo'old prefer inforraal approach in certain aj*eas of operation, 
iiiis viev; is also supported by some of tlio responding 
executives, though the areas suggested for inforjaal approach 
aiffered. Some of the major areas v.iioro the infoitial approacl 
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could bo holpful arc redresGol of cricvar.cec of eij.iloyooG, 
Gettleueiit of inaustrial ai:r>i„ooc ariu ^.’ouo uaioii .._on- 

sMps, enorgencies (ospcciclli breakuovn oi Hiociixnes) « 
operation of suggestion schor.ies, infoinaaoion irraoraction 
and feed-back, day-to-uay opera xionn, raari^etins and the 
v/hole gamut of Human Resource bevel op;: 'Onx, etc, *i-iO 
reasons advanced in support cf xHcir eonxonxion ore 
ti;at it avoids unvarited d .'lag's, nelris xn croa .-xori oj. 
coriducive v;orkinr environment a.i- s'-ron^paiien s naixiony 
in industrial relation, fhis approacn helps xn 
fors'.ation of informal groups, osgjociol?,.'/ ax xix* grassroot/ 
floor levels, v;irich helps in croaxing cordial rolaoioiis, 
tGais ','ork anc. respect of eaci- oxner, prov’^iues an opportunity 
for infoiTsation anu inxerac'dion on a variexy of suoiecxs 
ar;d serves as an excellent feed-oacu sg'stem x ..xcL xn 
turn helps the raanagonent to pre-empt anp' sex'xous 
development affecting indusxrial relations. Sec rexary 
of a vorkers* union has pointed oux tnat vorueri^ fiQ-w 
renorslly surror©d from niony xn:ixD’j-tions doccUdG of 
their social and educational background. But if they are 
encouraged to respond informally on difiox'ent j.acGvs ox 
ooerations of enterorise and xhe \/orking life, ti.:cy could 
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give many valuable suggeatious fron ti'jeir personal experience. 
Besides, 3 .istening p<.?r3onaliy, gives tiioiii a fooling oi 
ii:5>ortance and of belonging, tiioreby aduing to Uieir 
motivation. In sunden uroakdovn of machines informal 
approach is found to be very usef'ul in re-ruiifiing it. 

To ni'ocure materials or services 'to rectify tiv? breoicdoi/n 

of 

on the basis^rigid aaiicrence 'to systems and procouuros, 
leads to 'nea'rj loss of prcuuction and r.aniiours vitiout 
any corresjjonciing savings. 

11,52 To assess the effectiveness of systems and procouuros, 

the concerned executives cf the selected public sector 

enter'o-ises voro requestoc to reply the I'cllov/'ing question; 

vjhat are tir? systems vorhing most 

effectively anu least effoctivelyV Please 
describe briefly those s’’ sterns ana __ivo 
reasons for their being so. , 

1 ^ , p a a n , oC^Xj , “C ^ ■ -fF i ^ n^ 4 P iiavo mentioned t'nat almost 
ail systems are n.’orhing cu-octively in their or;?iisation. 

On tine othei- extreme is reply received from 1 - 31 ^ '»•' here 
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effective. Available evidence slioniS tiiat there is general 
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indifferoncos and complaC'Oncy on tho port of control3.ing 

ofriCGPs anu these ore tho reasons -'or a'/ora:_:e} level of 

performance. N'fPC did not respond to the question. In 

other enterprises, some systems are rejjorted to oe 

woriting effectively and otiier least effectively, OiDinions 

offered by the executives on ti:e voPiiing of siiocific 

systems aifi'er widely. Some of the system s roi^ortod to 

DG '.jorhing effectively are Management Information and 

Monitoring Systems (t-IO and CMGU) , Pla.-ining 

(IOC, CMGG) , Marketing (JOG, MIC ( S'MJP) ana financial 

(ICG, Oi’^GG, iflO ( and iZcC) , IMero are comapnios 

, ^ 

vaiere tnese sy sv^ems^not worming satisfactory o.g. Mis 
in BKPL and ICG and Jinancial sy-stom in o-oPL. dissatis- 
faction xiave mostl;x been eiKX^ressod in the operation 
of systems cf Career Planning (CMGC) , l.an ^'^aiisgor.iont 
(EOC, 33PL) Inventory and Purchoso System 
(CMGG, 3HPL). 
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11.5^ Main Findings 

i) £ix of the nine high performing enterprises and two 
of the five low performing ones are periodically 
reviewing, evaluating and modifying their systems 
and procedures to bring them in tune with the 
changing environment and dynanic needs of their 
organisations* Ctaly a few of these involve external 
agencies in evaluation and review of systans and 
procedures* 

ii) Significant evidence for the discontinuation of 

existing systems and procedures is n.bt discernible* 

The complexity of the systems operating in selected 
enterprises cannot be ruled out. Ctonsiderable scope 
seams to exist for simplification of systems ani 
procedures arid for discarding the ones that have 
outlived their utility, 

iii) While there is awareness, no concerted effort seems 
to have been made to reduce paper work. The general 
impression seems to be that increase in paper work 
emanates from fear of censure in the minds of 
executives at all levels for any decision taken 
(however honestly and in the best interests of the 
organisation) and it is believed that long notes 
explaining all adjects in details, and having the 
fomal sanction of the seniors/coiijorate body/govem- 
ment would save them frcai embarasaaent and 
harasaaent in future. It may be worthwhile to 
examine how far this impression is a myth or a reality. 
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If it is a reality, how it can be reduced. It also 
needs to be enquired at micro level, what is the 
impact of prevailing systems and procedures on the 
intensity of paper work, 

iv) By and large, the high performing undertakings have 
built up wifiil-knit MIS for planning and control# Ch 
the other hand, some of the selected low performing 
enterprises have either not developed an effective 
MIS or it is in the rudimentary stages of evolution 
and/or implementation, 

v) Most of the high and low performing enterprises claim 
to gpply standard techniques of sound investment 
decisions like IRH, Pay Back Period, Benefit-Cost 
Jinalysis. Some of the difficulttes experienced are 
problems of forecasting due to lack/in efficiency of 
basic data, turbtilent maiket conditions and erratic 
movements of prices, cost escalations etc. Jhrther 
in-depth studies are necessary for improving the 
^plication of the techniques to assess investment 
worthwhileness of the projects. 

vl) PLve high performing enterprises; namely IOC, ONGC, 

BH5L, HPF and EOF and three low performing onea, viz# 
SjCEL, II SCO and kIOG have systems for monitoring 
plan adherence, but it is not known how effective 
these systems are. In three enterprises there are 
no corporate plans, and as such the question of 
establishing monitoring system does not arise. The 
remaining three have no monitoring system for plan 
adlierence# 
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vii) The high perfoitning enterprises have developed 
varying degrees of sophistication in project 
implanentation and monitoring and for this purpose 
rely mainly on IPMS, PSRT/CPM/Net Work and Committeeg^ 
GroTjps at different levels* The five low pe rfoitnii^ 
enterprises, on the other han<^ do not have effective 
monitoring system. These are either in the process 
of discarding old inefficient systems and replacing 
than by IPMS (SAIL and IISGO) or they have yet to 
develop an efficient system of project implementation 
and monitoring (BRPL, KIOC and HSL). 

viii) From the description of experience of us^PERT/CPM 
teclinique for project implementation and monitorirg 
in both high and low performing enteiprise^, it 
seans there is variation in the sophistication of 
application • 

ix) In both high and low^public sector enterprises, the 
production planning and control system depends on 
production process pattern and market conditions. 
Attempts are made by the r^orting organisation to 
design the system to achieve optimum production 
edacity, most remunerative product mix and annual 
production targets. The analysis does not reveal 
saiy moddl system of production planning andccntrol. 
There seems considerable scope for developing an 
efficient production planning and control system 
^ecific to production process of the organisation. 
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x) Out of the fourteen seCLected enterprises, edevesti 
have not been able to use the achievable capacity 
fully. The low performing enteiprises haV'e much 
lower level of capacity utilisation as compared to 
those belonging to the group of high perfoitners. 

The Various measures r^orted to have been taken did 
not have the desired effect, 

xi) The level of inventories in the selected enterprises 
varies from industry to industry. Eie analysis 
reveals that there is considerable awareness about 
the modem inventory mahagement techniques. The 
extent of application of these techniques needs to 
be ascertained through in-depth micro-level studies. 
Some of the suggestions made for effective inventory 
managenent like inter-company and national level 
codification arid standardisation of inventories, 
centralised rate contracts and pooling of expensive 
spare^deserve attention for implementaticn , 

xii) Most of the high and low performing enterprises are 
controlling cost on the basis of historical standards 
and have not responded on their experience of 
working with the system, In<*depth studies at micro- 
level are required for cost effectiveness of 
operations. 

xiii) The analysis reveals that in fixation of prices cf 
sheeted public sector enterprises, four distinct 
g^proaches are seen. In quite a large number of 
Cases, these are administered prices. In some these 
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are deteitained by market forces in India, in a 
few by prices at global level and in others by 
multiple of factors. From the data on market share 
major products by the responding enterprises it 
is seen that most of the products have a major 
share or a near monopoly. The system of administered 
prices coupled with near market monopoly might 
le4.v^ scope for concealing in- efficiency^ as is 
popularly Relieved, which needs to be enquired 
through fflicro^vel in-depth studies, 

xiv) The analysis of replies do not give satisfactory 
evidence that the responding ccoipanies have 
obsession and commitment for quality excellence. 

This is probably so because most of these are 
Operating in sheltered markets with varying tones of 
monopoly, semi-monopoly or peipetual shortages. Tnis 
may also explain the lukewarm efforts in sane cases 
for custoner satisfaction and afte3>- sales services. 

In reqjonse to the perception-based question, some 
of the executives have stated that there is a 
greater drive for meeting quantitative targets and 
quTality is the casualty in the process. The 
divergence between percept and practice can be 
revealed only through in-depth micro level studies. 

xv) The analysis reveals that while most of the high and 
low performing enterprises have interface and 
interaction with the customers, only BHEL( High 
performing) and SAIL (low) have integrated and 
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d^loyed it as a measure of product dev^opment. 
Several illustrations have been cited by some of the 
both high and low perfoioing enteip rises indicating 
that customer feedback has played an important role 
in product improvemait and development. 

xvi) The analysis of relies reveal conflicting view&w 
both supportive and critical-of the existing system 
of Internal Audit and ffigilance. The Internal 
Audit is mostly on the pattern of government 
d^artments, confined to auditing of accounts and 
vigilance system concentrates primarily on punitive 
a^ects. In quite a number of cases, these systems 
are r^orted to have lead on! y to finding of faults 
and suggesting punisiments. It has not helped in 
improving managerial efficiency. There are 
organisations where, along with auditing of accounts, 
technical audit is ^so carried out and the vigilance 
department takes care of both preventive and 
punitive a^ects. This is said to have helped in 
improving management efficiency, figilance depart- 
mert in IOC and TOG have the practice of 
undertaking in-depth studies in collaboration with 
technical experts and executives from other 
disciplines in areas like streanlining rules, 
procedures and practices and Identifying corruption 
prone areas. This practice has the potentiality of 
revealing effective measures at micro-level so that 
positive orientation is given to system of Internd. 
Audit siM. TfiLgilance for improving manageri^ 
efficiency. 
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xvii) The responding executives, trade union 

representatives and CMDs in both high tod low 
perfoiming enterprises have favoured informal 
approach in selected axea. like redress al of 
grievances, operation cf suggestions schone, day^ 
to-day operatiori| rectification of machine 
breakdown. Scwse of the OIDs prefer formal approach 
to the systems and procedures because of their 
accountability to various agencies. A manager is 
quite often called to question for his emissions^ even 
if done in good faith and with honesty. Elaborate 
notes save the executive from such ah embarassment. 
rnere is evidence for the feeling; to perfoim is 
dangerous; not to perfonn safe. Tne public sector 
executive, ”play safe” and rigidly adhere to set 
systems, even if they are convinced that infoimal 
approach could yield better results. The general 
inference that can be drawn from these perceptions 
is that there are areas of operation as well as 
times and circumstances in which informal spp^ach 
is likely to yield much better results than stubborn 
adherence to foim^ systems. In certain specialised 
fields on the other hand, only fonnal and strict 
application of system, procedures and sequences can 
achieve the desired goals. There may also be 
occasions when a judicious mix of foimal and infoimaJ. 
approaches could be effective. It is not feasible to 
demarcate areas or exig^cies where infoimal 
approach is preferable to foim^ one and vice-versa. 
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Ultimately every organisation has to derive its own 
hi end of fonnal and informal gq?p roaches, which could 
bring ahout right hamony and balance to achieve 
excellence* 



12. THE EPILOGUE 


12.1 The merit of the study proposal on ’Wanageraent 
EsceHence in Public ateiprises" was built on the 
established need of scientifically enquiring intowhat makes 
an organisation to excel in perforaapce, and to get 
extrao3?dinary performance from a person of average calibre. 
Some of the benefits of tie study were expected to help in 
developing policy guidelines for management excell saice, 
identifying managQHent improvement programmes and locating 
areas of further research. To seek satisfactory replies to 
questions raised in defining the objectives of the study, 
information on functional assets of management excellence 
was sought and analysed under six main ingredients viz; 
Strategy and Plan, Management Style, Gorjjorate Culture, 
Organisational Structure, Staff and Skills, and Systems and 
Procedures. The findings from the analysis in different 
functional areas have been mentioned in the concerned 
chapters. A synthesis of various findings is given below. 

Excell ance Criteria 

12.2 It is difficult to lay down the criteria for excellence 
in org^isation functioning. It could be seen, against seme 
exteinal standard or assumed potential perfoimance, or 
earlier achievement or expert standard or as an unique or 
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examplary perfoitnance. For the purpose of this study 

the criteria of excellence was defined iffiplicltly in one of 

describing 

the (juestions raised for j_ the objectives of the 

study. It is the organisation ability to derive 
extraordinary performance frcm person of average cjilibfe* 

Multi- Variate roach 

12,3 Mahaganent excel] ence is a multi- variate model and 
is the result of collective and inter-active impacts of 
different variables, Acadeaics have not yet found a way to 
move deterministically* Tnese variables relate to 
i) classic woiiiing environmaits 2 ike location, finance^ 
teciinology, goveirment regulations, employer- employee 
relationships; ahd (ii) managerial driving forces on part 
of executives like leaders’nip style, systems, staff, 
corporate strategy, structure and culture, ‘Bie fortaer are 
bound to be around us in any way whether managanent asks 
for or not. This study indicates that neither all the 
Mine high performing enterprises were distinctly proficient 
nor all the five low performing undert airings were badly 
deficient in trying to ke^ a balance between the sura of 
restraining classic forces beyond management control and 
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driving forces in centre^ of managaatent. Tne controllable 
factors like market situation in KIOC, teclmologic^ 
obsolescence in IISCO and government policy in OKGC and 
I.O.C* exercise corresponding deqj impacts on performance of 
public enterprises. SAIL de^ite its €Ll.aborate systems 
and procedures has not been able to ceme up to the desired 
lev^. 

Common Problem Areas 

12.4- Anong the various driving forces five issues emerging 
from the study explain to a considerable extent, the cause 
of poor performance of an enterprise. These five are: 
i) inadequate human resource management; (ii) lack of 
communication between mansgemoit and anplojees; (iii) 
deficiency of managaaent skills in middle, management; 

iv) insufficient staff participation in decision racing; and 

v) low culture of organisational vitalitj^TKrottgh proper 
attention to men and organisaticn, coraparjies have bear 
able to get best results in output, quality, cost ^d 
optimal utilisation of resources and becjjne highly regarded. 


% 


Precept Practice 


12.5 Tile gaps in precept and practice were difi'icult to 
assess from information received through questionnaire. The 
responds! ts were requested to illustrate their replies to 
the p erection based questions with seme unique incidents 
of m^ageri^ dimensions. Unfortunately, many of the 
managers were unable to corne up with recollection of such 
outstanding events. Ihe claims of pursuance of some of 
commonG.y known good manageuient practices like participative 
style, open ccramuni cation, E.O.Q., i.B.C. /na^ysis, quality 
excellence, are put forward by both high and low performing 
enteiprises. In real life, the extait of the use of these 
practices explain tc a very great extent tiie diffei'i-ing 
levels of performance. Tne manageri^ effectiveness 
ultimately depend on how^ the trite statements are turned 
into practical reality throughout the sphere of operation. 

The management knowledge is though scientific, its practice 
is an art. The secret of achieving maPageridL excellence is 
how the Various theoretical principles are put in practice. 
•March against odds’ aids management in pursuit of excell enc© 
There can be infinite practical, sensible and justifiable 
reasons to compromise with standards of performance and for 
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not doing ^ything worthwhile. It is up to individuals to 
right themselves# 

Strategy and Plan 

12,6 Corporate straJjegies are • sui generis‘/kind of 
situational art and an integrative subject combining 
raajketing, production, organisational behaviour aid 
logistics, llie managers in public sector by adopting a 
strategy of * capture business relationships*, achieve 
better business results and higher capacity utilisation. 

In todays technological and competitive global environment, 
syiergistic skills transfers and activity sharlr^ between 
firms of public sector are extremely important for 
managerial excellcaice. BHBL and NIPC had takai advantage 
of such a collaborative strategy. The oti^er examples of 
taking advantage of strategy of business r^ations in 
marketing are RCF and IRE, Capture business relationship'^ 
strategy has great potentialities of finding solution to 
shrinking market problens of KIOG. 

12,7 Most of the undertakings describe their objectives 
and strategies in general terms and sane of them e,g,,IRE 
and NTPC ,have referred to what are provided in Memorandum 
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of Association. Will y- Mill y, all companies for improving 
their business reailts have to lay precise measurable 
objectives and defmd against four industry forces relevant 
to public enteiprises to detemine their corporate and 
functional strategies. These four are: i) bargaining power 
of buyers, ii) commercial strength of suppliers; iii) the 
threat/risk of substitute products and services; and iv) 
threat of new entrants at global level. Each of these 
Categories has many ingredients. For instance, major 
barriers to entry into a business are economies of scale, 
product differentiation, capital requiraaents, government 
policy etc. Weil distilled objectives and strategies can be 
developed by having Coi^ orate Planning D^sTtment as in 
NTPC, IOC, ONGC and SAIL; extensive use of task forces as 
in IBE, HGF and BHEL; and some external professional 
consultant agency as In NTC (TN^)* 

12.8 Cgpital and operating budgets are some of the common 
practices of the public sector enterprises for operationalisfiqg 
the Corporate Growth Plans. In several companies, budget 
pr^aration exercises proceed from making incremental 
adjustments to previous year<s budget which might not 
apprc 3 priately reflect current strategies and Invite problons 
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In implementation of Plgps* aich exercises lack adequate 
appreciation of the fact that budgets are quantified Pl^s* 
Four high p erf oiming undertakings viz., IRE, EOF, CXJL and 
IPF and three low perfoiming enteiprises-HSL, KIOC and 
BRPL sean to take budgets as ccrapulsive exercises to meet 
the requirements of the Administrative Ministry and the 
Planning Ccmmission rather than regarding them as ah 
instruments of control, lOG is reported to have introduced 
zero based budgeting • 

Managemait style 

12.9 Quality Circles, Mahagsaent By Objectives (MBO), 
Organisation Charts, and such other concepts are useful, 
but these cannot influence the behaviour of the people the 

way an effective manager does. The speed of performance 

% 

in an organisation d^amds on the top management, ‘Their 
leadership sets tone for the organisation. Managers, for 
effective functioning, should have leadership style suited 
to the situations in their organisaticns. The overwhelming 
majority of respondents favour essentially situation and 
people oriented management style. There are, however, 
occasions when, according to the respond^ts, autocratic 
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^proach is found useful. Nevertheless, the coaiaionl y held 
view is that balance must predominfintly shift in favour 
of participative, democratic and j^atemalistic approach, 
fhe style Can be effective if discussions are used as a 
part of consensus building. It is saoewhat similar to the 
process ’nemawashi’ in Japan whereby views on al3 sides 
of an issue are expressed, 

12.10 Clarity of vision, clear instructions, oporj 
communication, concein for people and fair treattnent are 
most comm onl y mentioned leadersidp qualities which aid 
mahagerisl excellence. In progressive organisations^ 
increasing attention has been paid to manager’s ability to 
pronote change in individuals, groups aJid organisations, 
fhe need to promote change and deal with resistence to it 
has put great aap basis on qualities of openness and 
humanness, 

12.11 Managing with given procedures '^id distinct 
msiagerial style of senior executives often poses problems 
of trade-off between discipline and flexibility, and 
between control and creation. In growing organisations, 
the point of balance has to shift towards innovation and 
entrepreneurship. 
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12*12 The type and effectiveness of the managemeait style 
of the Chief Executive is closely related to his tenure in 
office* Most of the executives have advocated a minimum 
tenure of 5 years for a Chief Executive in multi-unit 
enterprises* In relative y small and on-going undertakings 
it should not he less than 3 years. The * sea gull* 
management (the process whereby new management fly in ahd 
make a lot of noise and fly off again)is not considered to 
be a healthy practice* 

12*13 No evidence could be gathered in favour of the 
practice of ‘transformation* leadership style which is 
said to have brought about upward shifts in the levels of 
performance in high performing companies of the West.Anong 
public sector executives in India, reliance is seen to be 
on ‘transactional* style implying exchange relationship 
between aiperior and subordinate and relying on incaitives 
and rewards for improvement in quality performance-* Ibu da 
this job for that reward** The essential difference 
between * tranformational* and 'transactional* styles is that 
the former gets work done by ‘pulling* or'in spiring* or 
'creating* and the latter by ‘pushing* or *orderi£g* or 
'manipulating** More effective public enterprises cgp be 
shaped with 'transformation' leadership st;^e* 
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Corporate Qilture 

12. 14- Ihe cultural attributes have been perceived 
differently and many a time mixed vrith functioning aspects* 
For instance^ soae of the reported cultural attributes are 
motivation scheme (ONGC), quality circles (BHSL),risk taking 
morale (IOC), motivation through awards (NTG-M&p)^ proper 
industrial climate(lISCO)j sound personnel policy (HSL).07er 
and above it, most of the cultural attributes are practised 
in a ritualistic manner rather than as a substantive 
commitment , These are talked atout and widely publicised 
as hollow rhetoric, but not practised and pursued in a 
systematic manner. The approach to develop and practise 
culture attributes is seen to be fragmentary and piecd.meal. 

12.1? In most of the undertakings, the corporate culture is 

% 

stable over time aPd,by and large, has the characteristics 
of being non- ent rep renai rial, risk- averse, and low in 
organisational vitality, being procedure fehgn result orioited. 
The need for linisiness culture in public enterprises has been 
repeatedly emphasised in conf er®ices of the Chief Executives 
of Public Biterp rises and at other forums of public sector 
executives. The cultural attributes having human concern 
like, team spirit, fair treatment, work coamitment, and those 
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r^ating to leadership ahd motivation have great impact on 
high performance according to the relies received from 
IOC, ONGC, BHEL, NIC (®I<SP), BSPL and HSL. 

12’«i 6 There OAe no magic formulae for creating suitable 
corporate culture as "shared values". It is built over years 
through tri^ ahd error. A lethargic culture tends to be 
stiff er and less responsive to change. Every Chief Executive 
passes on valuable traits to succeeding generation, ^rong 
corporate culture like strong family culture comes frcm 
within ajid it is built by individual leaders through 
education, expert care and training. The change in culture 
primarily rests with those who ca^ exercise influence in the 
organisation aT^d the manner in which they exert it. In 
shaping the company* s culture, social and business environment, 
personification of cultural values by top executives, means 
of ccxmnunication and rituals and rites play an important 
role. Almost sllthe respondents feel that social culture and 
environment factors exercise a dominant influence on comply* s 
culture which the organisational leadership should take note 
of. Caste system, inter-union rivalry and local political 
instability, have adversely affected orgaPisaticmal woiking 
in BRPL, HSL, ECF, IOC, ONGC (in North- Sastem Region) and 
IISCO. Shared Values are clearly evident in high perfoiming 


I 
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organisations in proTiciing services to tiic cust-onors, 
quality assurance, innovations, treatment to eiiiployeos 
etc • • 

Organisational Structuire 

12.17 Most organisational aesigns seem to be rigidly 
hierarcliLcal and bui*eaucratic and cliaracterised oy dillused 
decision maiang and procedure orienuation. Some changes 
are seen in progressive organisations like QiJGG, NIPC, 

3HEL vhere divisionalisation is used particiiLarly in 
areas of production, R d D project management and in 
handling a group of products as ’Profit Centres’. Policy 
making, coordination ana interaction with interna ticnal 
companies are centralised. The common tendency of 
‘empire building’ is not good management, ihe present 
system makes distinction between policy and operation. 

The former ie centralised, latter is decentralised, 

3aall divisions and I'lexibility oi basic units with 
centralised coordination can put laoiiey to its oest use. 

Such undertakin<^s are characterised by functional units 
wMch often take a role of being ’’in-house subcontractors” 
striving the will of the organisation to increase their own 



appointments and extemalitieso Tne corporate finance staff 
serves as sp ^inside banker* and 'inside investor', deciding 
how to allocate C£$)ital among the operating units* 
Restraints on "Coiporate Capitalism” aS termed by Peter 
Drucker through division ?ilisation generates d:/na^ji!ao. Biis 
type of restructuring calls for wider use of "^Holding 
Corapany'concept-what miiaij G.Ouchi calls it E-Foim 
Structure* 


12*18 Tne companies on the move like IOC, OKGC, RCF, B«EL, 
HPF, NIPC have the common pra.ctice to fora temporary 
special puipose organisational groups by various units/ 
departments all over the organisation on a continual basis* 
It is a way of solving and managing thorny problems. The 
leadership^ size, membership composition, follow-up and 
documentation are decided on case by case. Tne academic 
evidence indicates that optimum size of a task, force is 
sevQio 


12.19 The progressive undertakings need a laanageHien t that 
encourages technic^ creativity innovation. Creativity 
is thinking of new things. Innovation is doing the new* 
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Ideas aire useless unless used. Value of ideas is in their 
implaoentation. In IRE, GGL, RCP, EHBL, HPF and many other 
entei^rises, innovation is promoted through aaggestion schemes 
of Various kinds like *cash your idea*, * quality circle*, 
'recording in confidential report*, 'advance incre>Hents‘ . 

The evidence could not be gathered for * ostrepreneurship'- 
the creating of siaal3 entrepreneurial units within the 
organisation with freedom and flexibility to operate 
virtually as sm^3 independent business. The evidence could 
not also be collected where deliberate attempts are made to 
structure the organisation for creating three roles of - 
^idea champion*, 'executive chanpion* and ‘god father* for 
effective improvenent and converting ‘word* into action as 
seen in high p erf oming organisations of the West. 

12.20 The success of an enterprise to a considerable extent 
depends upon the quality and ccntributicai of Board members 
and how far the Board is effective in directing the affairs 
of the business to achieve excell c3ice in performance. Replies 
from all the respondout aiteip rises reveal that all the 
Chief Executives are professionals. The full-time 
Directors are also mostly professionals with functional 
specialisation. The part-time Directors are mostly Central 
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and state Govemaoit officials. In IRE, NIC (TN<Sp), KIOC 
and HSL^ around 70 to 80 per c®it.of tte Board of 
Directors are part- time. In ONGG^only 2 out of 10 
Directors are part-time, ONGC also uses expertise of 
independent outside professionals in internal advisory 
committee. The quality and contribution of the Board of 
Directors can be Improved if mancigomesot acadasics d^d 
other professionals from Universities and National Technical 
Institutes are associated. The structure of the Boards 
has close relation to the performance of their visionary 
or rubber- stgmp role, 

Stalf and Skills 

12,21 Hxman resource is recognised as a most valuable 
asset whose talents need to be developed and. used by all the 
re^ondents executives. Competoit people explain the magic 
of excellence. Ultimately on the skills of the luman 
factor rest the success of an undertaking. The teim ‘skill* 
at conmulative level connotes organisation* s capabilities 
to respond to change in environment and to innovate. There 
is an established positive correlation between proper 
training investment and high perform aice outccmes. Out of 
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146 production enterprises, 79 have their own training 
institutions* Realising the importance of training and 
R & D, the !Ehird Convention of Public aiterprises held in 
January 1%7 had recommended »«At least 2.% of the tumoTer of 
public oateiprises shcwld be set apart for R & D and 
mahaganent training”. The HRD Policy Statement adopted in 
XV Nation^ Convention of Indian Society for Training and 
Development provided '’In organised sector, companies spend 
a substantial part of their budgets on wages and salaries 
but allocate very small amount to train and develop their 
people. They should be urged to spend at least one per cent., 
of their total expenditure budget for human resources 
development. The public institutions and public sector 
enterprises are a major tool of development. They should 

take the lead in this respect”. 'Tne sad fact is that a 

% 

meagre/sraall percentage of money is spait on training. The 
percentages of total expenditure on training, though not 
coapaTable ^xaig jthemselves but illustrative of their being 
meagre, are CGL .01 to .02, HPF .001, RGF ,Gl, NTC {TN<SP) 

.OOif, NTPC 0.3 to 0.5 and BREL .09. 

12.22 Information on man management go to show that tiae 
reqjondents goiu-inely brieve in basing their action on 
Theory *1* assiuaption, job enrieiment, quality circle etc, 

\ 
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*but* in most of the cases are not able to do so. These 
efforts have to be supported by organisai^ion culture» system, 
manpower planning, career developmant, promotion policy and 
such other measures. In most of the cases, culture and 
system of work of the organisation does not permit them to 
create climate where rank and file are treated as root 
source of quality and productivity gain. The belief that 
extraordinary results can be achieved through ordinary 
persons if people at work are treated with dignity and 
respect^ has to go bone deep. Every worker has to toe se® 
as a source of ideas not just acting as a pair of hands. 

Such a climate calls for effective manpower planning both 
qualitatively and quantitatively (suggested by IISGO, KIOC, 
SilL, HSL), simplification of procedures (HPP, HTG (INSP), 
OKGC), job rotation and job enrici»ient (KIOG), job 
performance targets (IOC, OIJGC, RGP, NTC C]3J<&P), HIPC), fair 
and objective promotion policy (SAIL, KIOC, HSL) and caxeer 
development (OHGC). 

Systems ahd Procedures 

12.23 In diagnosing the problems in org^isational 
functioning the systems and procedures are the first place 
to look for reasons why organisation does or does not get 
things doie satisfactorily. There is an inherent tendency of 



338 


adding new procedures for solving the problems and 
reluctance to discontinue the existing cnes, and thus makirng 
the system complex and compgoiies unre^onsive which^in tum^ 
breeds lethargy and inertia. The high performing enteiprises 
like lOG, OMGC, BHEL, BCF, HPF periodical y review, evaluate, 
and update their systonsand procedures. Considerable scope 
exists for simplification of systems and procedures for 
discarding the ones that have outlived their utility. IOC, 

ONGG and SiilL have the procedure to associate extern^ 
agencies for reviewing the usefulness of existing systems 
and procedures. 

12.24- There is awareness for the need to reduce paper work. 

The increase in paper work emanates from fear of censure in 
the minds of executives at all levels for any decision taken 
(however hcaiestly and in the best interests of the organisatior$ 
It is believed that long notes explaining ^1 a^ects in 
details, gpd having the f ormal sanction of the seniors/ 
corporate body/ government would save them frcra embarassnent 
and harafisiient later. Excessive paper work retards efficiency. 
High perfoitaing conpanies attempt to make things simple aid 
reduce paper work. The administrative ministry and the 
company head office have issued directives to reduce pgper 
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work, but further concerted efforts are required to be made 
in this regard particularly in areas like redress^ of 
grievances, suggestion system, day-to-day operation, 
rectification of machine breakdown, as suggested by IRE, CCL, 
NIPC, ONGG, BHEL, RCF, KIOC, IISCO and HSL. 

12.25 j&nong the vaidous systems, improvenents are called for 
particularly in MIS for strengthening information base for 
investnert planning as suggested by IISCO; Production Planning 
and Control System for improving edacity utilisation in most 
of enteiprises; system for quality adherence and customer 
Satisfaction in products having monopoly, near monopoly and 
sheltered markets; internal audit making it a collaborative 
effort throigh technical audit to improve efficiency as 
prevailing in IOC, NTPC, BHSL, CffGG and HPF; and Vigilance 
Systan making it both prevantive aJid punitive as in N'fPC, IOC, 
CCL, RCF, HPF, Sail and IISCOo 

Policy Guide Lines 

12o^ By definition, excellence implies that only a a^iall 
number of managers will try new ideas to get extraordina- ry 
work; from average persons. A great majority of the executives 
will settle for reasonable level of perfornance. Sxcelloice 
has also a time dimension. What was • exc alienee V yesterday 
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is now an accepted standard of performance. Despite 
ccxaplaints of waste and inefficiencies, ups and downs, gjid 
woifcera* conplalnts, infinite justifiable, sensible and 
sane reasons can be found for the current level of 
performance. Managerial excellence calls for allround 
drive to obtain voluntary commitment for action at mundane 
level of details in areas of coiporate culture shared by 
people at work, transformational gpp roach of leadership in 
mahagetmit style, meticulous objective planning and strategy 
determination, divisionalisaticaa, care of people and their 
dev^opment, and simplification of systems and procedures. 
Policy guid^ines of operational significance will emerge 

OlAA.o(. 

from vajt^ious findings in subject chapters^ above synthesis of 
findings. 

Management Improvement Training Programmes 

12.^ rne training progranmes must be organisation need 
based. No single prescription c^ be given in this regard. 
Two essential features, however, in the design of effective 
managanent training can contribute to achieve desired 
business results. 

i) Training must start at the top and cascade down 
using senior managers as trainer, vathout total commilaaent 
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from senior management team no managei^ai excifiLlence 
culture is possible. Using senior managers as trainers 
reinforces the manager's conmitment, a<id.s power to the 
message and causes real change, not hollow rhetoric* 

ii) Train from bottom up in core quality and 
operational skills using statistical techniques. Managers on 
shop floor need to know what is going on and their part in 
it. They need training in frcnt-line service operational 
and human skills, and tecimiques. Once they find their 
managers truly commited to the process, whole hearted 
backing to these programmes flow from majority of employees. 
This approach requires short, intensive training courses, 
separated by a month or so, when senior managers return to 
work to implement the lessen of the course with^heir own 
management team. Ihey arrive at next course to discuss 
their aiccess^iapd problems before moving on. 

Areas of TUrther Research — 

12*28 ^ecific areas of research will flow from various 
above findings and from specific requiremaits of the 
organisation. Broadly, two types of research studies c^ give 
hahdsane dividends in improving p erf ora an ce. These ares 
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(i) Comparative Staidies of Comparable Systems; aind (11) Micro 
Level Studies of an iiiteiprise, 

(i) Comparative Studies have potentialities of identifying 
lessons of <Leaming Curve* or <Esperiaice Curve* for cost 
effectiveness* In areas like project implenentation as in 
N!fPG,a conparative study of systems of project planning and 
implementation of similar nature of projects with varying 
levels of perfohnance in terms of schedule and budget 
adherence on a^ects like techniques used for resources 
planning and monitoring, contract planning and its scope of 
woiic, foreign collaboration, c^ be very useful* 

(ii) The Micro Level Studies for developing result oriented 
work culture and identifjdng areas of cost reduction 
particularly in products which have monopoly, near monopoly 
and sheltered market and which are subject, to administered 
prices; simplification of system^; multidisciplinary approach 
to vigil ence and internal audits and grievances procedure^ 
will help in achieving exceedingly rich benefits evai f rom 
limited research study funds* 


OYlRiLL AIJD individual INDICES RAJIKS OF l46 PRODUCTION MTERPRISES 
( Computed from 197^75 to 1983-84- Perfomance Data ) 
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APpa^iJlX II 


INDIA! i BASE EALITHS Lli-II'IED 
Introduction 

1, Indian Eare Earths Limited VaS incorporated on 

August 18, 1950 as a private limited company jointly owned 
by C'OVGiTimen t of India and tiie t--cn Govornv.’.on t of i'rsvancore- 
Gociiin, In 1963, t:ie siiaros of tiie State of i'ravancore- 
Coclrin v;ere hanaed over to uno Govt, of Inuia and Indian 
Eare Earths Lte (HE) became a full-fledred Central oovorn- 
nent unuertahing: under the Deptt, of Ator.iic Energy, In 19I;2, 
the Gom'oai'iV started v.'im a ..taro o.ai‘"Ciis a^ Elcor , 

m"! urocoss I’^ona s-l '-•e wO p‘— C'U ',.400 c- v<io.e ^ aii^e ou 

X'aro eartii 2 )-oducts, In 19^5? too!; over, at the 
instance of the Government, ohe mineral sand industry at 
hanavala-ilirichi in damil ilaau ana ax Ghavera in x-Ierala; 
and in tegra tedrdiiiem to form the minerals division \;ith 
its local ol’fice at Ouilon, j.n aauitron xo cins, the 
compariy is sotting up a Es. 110/- crores project^ijiown 
as Orissa sands complex: (CSCGi-O, at Ohataximr in Orissa, 
for the purpose of treating beaChsand minerals available - 
at Orissa for production of synthetic rutile^among otters. 

Objectives 

, ■ ■ ■ ■ ■ . \ 

2, - The current objectives of the company are as 


' Uk 


uwdeTt 
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western coast of Kerala and Tamil Kadu and 
coast of Orissa and separate the minerals 
scheduled -under the Atomic Acr, 1960, such as 
ilmenite, rutile, sircon, monazite and leocoxine 
and otioer associated minerals su.ch as sillinianite 
and garnet; 

ii) processing of monazite to obtain rare earth 
ciuoride, tri sodium phosphate, and a compound 

* 

containing uranium and thorium and separation 
of Yax'ious other rare earth chemicals; 

iii) processing of thorium hydroxide on belialf of 
Department of Atoi.iic Energy for manufacture of 
thoriuxn nitrate, a basic raw liiaterial for 
production of gas mantle, thorium oxide (for 
nuclear applications) and production of cimide 
uranium fluoride for 3AhC; 

iv) setting up of a Mineral Sands Complex (03004 
Project) at Ghatrapur, Orissa, 

v) operating and managing of Department of Atomic 
Energy* s Thorium Plant at Trorabay, on its behalf; 

Vi) importing and marketing of the aboTe products 

both in the international market and domestic ■ 
market* 


Production Performance 


3* Cn tlie production front, declining quality of raw 

sand due to natural causes has posed serious problems vith 
regard to quality of products and also the quantity produced. 
The company has initiated several measures to mitigate this 
problem. The construction work of the Orissa Sand Complex 
is almost on the verge of completion. The Dredge & Wet 
Concentrator (IX’JC) plant has already commenced operation. 

The dry mill too has been commissioned and 30000 MT of 
Ilraenite has been produced. The production of rare earths 
division is e:^ected to improve due to better availability 
of pover and water. The demand foi* diversified products 
like samarium, gadolinium, yitrixam, and europium concentrates 
lias picked up, and these value-added produfCts are expected 
to add to the sales and profits of the congaany. In the 
case of the minerals division inadequate availability of 
raw sand is causing concern. Deep mining and setting up 
of wet concentrators are planned to augment the supply. 
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If, The capacity, production and percentage capacity 

utilisation for ma^or products are given belows 


Major 

Product 

Unit 

Capacity 

— 

J282=8a^ 

3 

Production* 

IQ 83-^ 1Q8Jf-8 

— —4— — -■"9"'— 

Mona zite 

Tonnes 

if 200 

32if8 

30 ^ 

3818 




(77) 

(72) 

(91) 

Ilmenite 

Thousand 

209 

153 

1 :^ 

153 


Tonnes 


(73) 

(64.) 

(73) 

Rutile 

Tonnes 

8760 

5782 

55bo 

70^5 




(66) 

(63) 

(80) 

Zircon 

Tonnes 

12500 

79,83 

8^if 

ii5bi 




C6lf) 

( 67 ) 

(92) 


* Percentage capacity utilisation^ parenthesis 

The targets and actual production of main products 
from 1982-83 to 19^4*85 are set out below; 


Main Products 


1982-83 1983-^ 198^-85 

Targ. Actual Target Actual Target Act. 

1 2 3 ^ 5 6 


1. R.E. Chloride N.A. 3^64 ^200 

2* Tri sodium N.A, 4o83 

Pho spate 


2879 ^200 3607 
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Selection Justification for In-depth Study ■ 

6* lEE seciired the 32nd position among 146 production 
enterprises and first among the Minerals and Metals Industry . 
Group on the basis of composite ranking on seven selected 
indices. Based on ten years performance data, it was ' 

included as one of the high performing enterprises. 

Pinancial Status I 


7, The financial 

information 

on selected 

aspects is 

given below: 






C Bs laldis) 



.1982-83 

_.19.83-8^ 

1984-8') 


1 

2 

3 

1. Investment 
( Equity +Loan) 

707^ 

82^ 

10317 

2, Capital En^loyed 
(Net Fixed Assets 
+ Working Capital) 

235^ 

2299 . 

3351 

3* Net Worth 


5699 

-^^74-56 

If, Net Sales 

1632 

1589 

1972 

5. Gross Profit/ 
losses (-) 


222 

5b8 



APPB'JDIX III 


CENTEAL COALFIELDS LIMITED 

Introduction 

The Central Coalfields Ltd,, was incorporated on 
1st November, 1975 with the old mines of National Coal 
Development Corporation and certain taken over mines. The 
area of its operation covers Bokaro - Ivargali and Eazari 
Bagh coalfields in Bihar, Talcher & Karanpura coalfields 
in Orissa, and Singrauli coalfields in M.P. Some snail 
coalfields of Giridih and palamau districts are also 
placed under CCL. 

Objectives 

2, The main objective of the Company is to produce and 
sell raw coal, washed coal and middlings, soft coke and hard 
coke. 

Production Performance 

3. It is difficixLt to lay down the production capacity 
of the Company even on year to year basis in view of the 
fact that there have been constant addition, modification 
and deletion of its numerous coULeries, The data on target 
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and actual production are given in table wMcii follows; 


Main Product 

Year 

Targets 

imLL; 

Actual 

Percentage 
of target 
achieved 

1 

2 

3 


Coal 

1982-83 

N.A. 

33.01 



1983 -S^ 

36.00 

36.75 

101 


85^ 

38.50 





Selection Justification for In-deptii Study 

On the basis of composite ranking on seven selected 
measures of long term superiority GCL was ranked first among 
the coal industry group and 35 th among all the production 
enterprises. It was included among the high performing 
enterprises as all the criteria for the purpose were satisfied. 

Financial Status 

5[«' The financial information on tlie selected aspects is 
given bdlow: 

( Rs» laldasY 

^ ^ g 3 


Investment ( Equity +Loan) 

25882 

26060 

26285 

Capital Eii^loyed (Net 
Fixed Assets + 

74iifi 

8SN-87 

90870 

Working Capital) 




Net Worth 

1*91499 

55696 

5687ij- 

Net sales J 

557# 

63355 

78538 

Gross Profits 

790 ^ 

9608 

5766 






Projects Completed 


6, A large number of cool dovelopnen t projects were 

undertaken by CCL* Most of those have oeen completed, the 
others are nearing completion. In company has 

completed 9 coal mining projects and 2 coal handling plants. 
As on 31 st March, 1935, the company i'iad in iiand 3l coal 
mining projects, iH- major and i5 mini coal iiandling plants 
and 11 non-mining projects in various stages of execution. 
The project^completod, however, showed considerable sch-edule 
slippage and coot over- runs. 


APPENDIX IV 


NATIOim TrlEia-iAL POXEH GOI^POriATICN Lliil'I’Eli 
Introduction 

1, National Thermal Power Corporation Ltd, (I,"TPC) was 
set up in Novemoer 1975* IVie development of the TDO\;er in 
the country earlier has been preaominantly tloi'oueh State 
Electricity Boards established under the EI.ectricity ( Stipply) 
Act, 19^8. To supplement the efforts of the States and to 
promote power development oii a regional basis the Government 
of India decided to take up a programme for establishment 
of large hyuro and thermal power stations. Iti-PO ■'.;as assigned 
the role of planning, promoting and organising iritograted 
development of tiiermal pov;er in the country. 

Objectives 


2« The main objectives of liTPG are to TJlan, promote, 

orgai'iise an 3,ntegrated and efficient development of thermal 
oover in all its aspects including plaiining, investigation, 
research, design and preparation of preliminary, feasibility 
and detailed project reports; construction, generation, 
operation and maintenance of Thermal Pov;er Stations and Projects 
and transmission, distribution and sale of power generated. 

The first stage of development envisaged setting up of four 
super thermal power stations at Singrauli, Korba, Bamagundam 
and Farakka along v-rith ^0 kv, transmission lines- Tn April v 

■: '37Z '■ 
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1978, NIPC v;as given tiie responsibility oi managing the 
Bardarpur Thermal Power Station, haring 1902^ the Corporation 
was entrusted v/ith the setting up of two more super thermal 
power stations vis, Vindhyachal and Pdliand, A number of new 
projects are also under difterent stages of development e.g. 
Talcher, Pench. According to miPC* s Corpora t-© Plan for 
1985-2000, it will have 1 ^ 1 - stations in operation by the 
year 2000 w'itii a total of 82 units (^H units of 50 iOb'j 
38 units of 230/210 HVJ and 3 units of 100 IBO . VJith the 
synclironisa tion of the fifth 230 Mb- Unit of Singrauli on 
schedule in Peb. 1984- Stage I of the project was completed. 
Similarlp'^ Stage I of Korea comprising 3x200 11- has also been 
cornplotod, ihe first 200 Kh unit of ilamogundam Station \.'as 
syncfiVonised in a record tine of ^r4- monti:s as against the 
schedule of 4-8 raosiths; the second unit of tlrls station lias 
also been commissioned. In 19^-85, all the eleven commissioned 
units (5x200 KW at Singrauli, 3x200 i-lU at Korba and 3x200 Iff 
at Kamagundam) v-orhed aw an average load factor of as 
against the All Int-ia average of about 53/1 jc 

Selection Justification i-'or In-depth Study 


3. NICPC was selected as a special case even though 

it did not fulfil one of the criteria of being in operation 


for at least io years, lo falls into high performing category 
according to criteria chosen for raniiing the enterprises, Thi 
undertaking ranks 56 among i46 production enterprises on the 
basis of composite ranking on all the 7 indices. Since the 
power sector was remaining unrepresented without IXIPC, it 
was decided in consultation v/ith Bureau of Public Enterprisss 
to include NlPC for the study. 

Financial Status 


The financial 

information on 

selected 

a^:>ects is 

given below: 


(ils. 

in lakhs) 

Item 

1282=:8a „ 

1981-84- 

1984-88 


1 

2 

— ^ -KnAbiJ. - . ^ 

i. Investment 

1^9301 

215312 



311909 

ii. Capital Eciployed 
(Net fixed--a-sTjets+ 
V/orking Capital) 

2^779 

86673 

143556 

iii. Net Worth 

11 8283 

164-865 

222503 

iv. Net Sales 

3521 

14-64-6 

33692 

V. Gross Profit 

1108 

6802 

13677 


3 . 75 ' 


Manpover Information 

5, The information on different categories of employees 
and their targetted figures are given below: 


Item 

1982-83 

I983“8li- 
( Target) 

* 1984^85 
fTarr:eQ 

‘ _ 

2 



i. liana gorial 

2067 

, - 

3367 

^12 

ii. Supervisory 

121^ 

2135 

2698 

ii. Other Employees 3^58 
( excluding ca sual 
worhker s) 

7890 

928^ 



iippa^Dix V 


INDIill OIL GORPOilAlION LTD. 

Introduction 

1, The Indiah Oil Coiporation Ltd, (IOC) was established 
on 1st S^tember, 1964- by am alg abating the Indian Refineries 
Ltd (established in 1958) and the Indian Oil Company Ltd 
(1959), On 1ifth October, 1981 it also acquired the refining 
and distribution operations of the Assam Oil Company Ltd, 

It has the following three Divisions: 

i) Refineries and Pipelines Division (witli 
Headquarters at Delhi) - erstwhile Indian 
Refineries Ltd, 

ii) Maidceting Division (with Headquarters at Bombay) 

iii) Assam Oil Division (with Headquarters at Digboi) 
established in October, 1981« 

2, The Refineries and Pipelines Division looks after the 
production operations of the refineries at Gauhati, Barauni, 
Gujarat, Haldia and Mathura, and the pipelines netwoik of 
1219 kms for tran^ortation of crude oil and 2631 kms for 
transportation of petroleum products. With around 50^(198^5 
of maiteet share, the Mari^eting Division of IOC deals with 
the distribution of petirc3.eum products through install ati on s> 
depots and aviation fu^ stations ^read through out the 
country. Besides, the IOC has retail outlets, dealerships ' 

. distributorships for maiketing of petrdLeum products. ^ 


f' 
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The Assan Oil Division (aOD) has both Refining ahd 
malic eting operations. The refinery of the Division is 
sit^Aated at Digboi (established in 1893)* 

3o In addition, the IOC has a Research and Developmenb 
Centre set up in 19^5 at Faridabad and a fully owned 
subsidiary, Indian Oil HLending Ltd (which manufactures 
lubes and greases). The R & D Centre undertakes research 
in developing indigenous formulations for manufacture of 
lubricants replacing imports^in improving the refining 
process and evolving methods to conserve oil. 

Obj ectives 

Originally the IOC was established with the main 

objective of co-ordinating and controlling the refining 

% 

and distribution activities of the two amalgeeiiating 
coapanies. In the "Corporate Perspective Plan 100(1995)" 
and the "Corporate Long Range Plan 1985-90", the objectives 
and obligations of the IOC as gpp roved by the Govemmait 
have beQ3 given in details. Certain sheeted Corporate, 
Divisional and Functional Objectives are derived from the 
expectations of "Stake holders" consisting of IOC* s 
customers, dealers, suppliers, creditors, public, government 
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and enployees* The five major objectives relate to - 
(i) jaisiness Mission; (ii) Profitability; (iii) Growth; 
(iv) Image,‘and (v) Vitality (keeping pace with latest 
developments, diversification, manpower development)* 

Production Performance 


5* The data on capacity and its utilisation according 
to diff erent plants are as under: 


Plant nan^ 
location 

I Year of j 
I estahli- I 
I shmeait | 

I (ccmmissi-l 
1 oning 1 

- -i ' 

I Installed I 
I acity 

I 1983-84 j 

[ (million | 

1 tonnes) | 

Capacity uti3.isation 
_(Percenfcagel 

11981-82 I 

i 

5 

1 1982-83 

p9a3-3. 

1 

« \ 

1 2 j 

1 ^ 1 

I 4 I 

1 5 

I 

1 6 



.• Guwahati 

January 

0*85 

88 

94 

102 


1962 




.* Bar aini 

July 

3o30 

92 

93 

88 


1964 





.• Koyali 

Oct* 

7.30 

9^ 

97 

100 

(Gujarat) 

1965 




r* Haldia 

Jan* 

2.50 

91 

100 

103 


1975 




(fu^ sector) 


64 


f* Mathura 

Jan* 

6*00 


87 


1982 





.• IjdLgboi 

1893 

0.53 

99 

100 

104 


P: 


Total 


20.Jf5 


87 


9 






6* IThe production targets and their suihievements are 
set out beCLow:- 


M. Tonnes 


i 

Main Products 

1 1983-83 i 

I— 

1983-84- 1 

. _ i 

[1984-85 

___ .J 

1 Target | 

j Actual 1 

I 

Target 1 

Actual 

1 Target j 

Actual 

_ 1 ■] 

; 2 ^ 

L 1 ! 

1 1 

1 3 ! 

^ ! 

5 

1 ^ 1 

7 

Crude through- 19*73 
put 

17.83 

19.44- 

19.46 

20-30 

20.57 


SeiLedtion Justification for in-d^th Study 

7 * IOC scored a composite rank of 15 anong 1^6 
production enteip>rises and merited selection as a high 
perfoming entezprise on the counts. The enterprise 
has been in operation for more than 10 years. During 
198 3~8^- and 1984-85? ajoong l46 production enterprises the 
IOC was at the first and second positions in respect of 
sales and gross profit respectively. 


BlnaPtcial Status 


8* The financial 

information 

on important a^ects is 

given below:- 


Cbs • 

crores) 

Item 

1982-83 

1983-84 

1984-85 

1 

2 

3 

4 

1. i) Investment 

(Equity+Loan) 

^19 

605 

621 

ii) Gross Block 

1172 

1322 

1492, 

2« Coital 
employed 

1099 

1285 

1081 

3* Bet Worth 

^695 

760 

809 (RS) 

4. Net Sales 

8730 

9131 

9792 

5o Gross Profit 

223 

223 

246 


Manpower Infonnation 

9. The number of persons employed in 1983=8,^ among 

different categories is as under: 

1* Managerial ii 

I 7376 
2, Supervisory i 

3* Other oaployees 2173^ 

(including 
casual workers) 


Tot^ 


29110 


Pricing Policy 


3S\ 


10* The recommendations of the Oil Prices Comraittee(OPG) 
made in Nov* 76, aPd as accepted by the Government, continued 
to form the basis for the pricing of petroleum products<.The 
prices of these products are regulated/ administered in line 
vn.th economic costs so as to cover total costs and bring 
about a fair margin of return by means of general improvonoit 
in efficiency aPd greater utilisation of edacity. Under the 
arraPg®aent, retention prices are fixed by the Government 
for all major petroleum products for each refinery based on 
updated costs and providing for a return at 15^ on capital 
employed. Similarly, retention margins are fixed for the 
marketing and pip^ine operations. For the consumers, 
ex- storage point prices have been fixed at uniform rates 
for petroleum products at all refineries. Under increases 
— ordered in the basic ceiling selling prices of all petroleum 
products in March 1985, prices of all petroleum products 
were increased by l5^ except HSD in which case it was 

Subsequently^w.e.f. 25*3.85^the prices of kerosene oil and 

HSD were reduced to provide relief to vulnerable sections 
of the society aPd faming community. Consumer prices of 
kerosene oil continued to be fix^ and enforced by the 
State Governments under powers given to them under the 
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Essentiga Commodities Act, 1955 . The prices of aTF 
(Aviation Turbine 5tiel) at international air fields ^dof 
fumaoc oil, diesel oil to ocean-going vessels are 
reviewed fran time to time on the basis of prices prevailing 
at neighbouring countries and prices of imported products 
in the international market. However, the existing costs 
and pricing arrangonents and other related matters (e*g. 
rate of return on capita employed, feasibility of 
introduction of uniform prices, charging differential 
prices related to end use etc) are under review by the 
Goverraaent in the light of the recOTiraendations of the 
report of the Oil Cost Review Ganmittee. 

Research and Development 

11, The R & D Centre of IOC at Faridabad' set up at a 
cost of Bs, 6.9 crores started working in the middle of 
1973* 3?he Centre has been set up with the prliffafy 
objective of developing know-how for the manufacture, 
blending, foimialation and marketing of lubricants, greases 
and ^eciality products, 

12, The R & D Centre has undertaken the second phase for 
setting up facilities for deveicpM^t ,of fuel/ energy 
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efficient lubricants, high perfoitnapce lubricants, 
component based additive systems in place of packages, new 
generation lubricants, marine oil foimulations and study of 
low temperature flow proportions of diesel oil and crude 
oil® The R & D Centre supplies fomulation know-how for 
all the products blended and manufactured at the IOC's three 
blending plants at Bcmbay, Calcutta and Madras. 

13« Some of the maDor research programmes in the VII plan 
relate to fuel efficient multigrade engine oil for railways, 
marine diesel engine oil, high performance gasoline engine 
oils, super high performance diesel engine oil, s 3 ?nthetic 
lubricants and greases, selected additives and refinery 
processes* 

Strengths and Wetnesses 

1^. For effective and successful working an organisation 
needs to carefully assess its own strengths and weaknesses 
both internal and external, fbe strengths may, for example, 
be in regard to efficient technological base, established 
corporate image, effective infrastructural support and 
stable industrial relations* The wetnesses may arise frcm 
lack of jpecific functional skills, organisation^ conflicts, 
inadequate systems and procedures. 



3Sk 

15* The main areas of strength identified by the IOC 
are: 

i) Bateiprise owned by the Government of India? with 
Commitments to national goals and good co-ordinataxn 
with Government Departments and agencies of oil 
producers and customers* 

ii) Maifcet leader in petroleum sector and established 
and favourable coiporate image* 

iii) Good organisational set up, adequate aliilled/ 

trained manpower, training and development , 

facilities and. stable industrial relations* 

iv) Good infrastructure support, vast facilities network 
and. dealer/ consumer net work-* 

v) R & D facilities with modem 1 aboratory/ equipments 
for petroleum research. 

vi) Strong background of the entire range of oil 

company operations on an integrated basis covering 
refining, pipeline technology, raaiketing including 
shipping and trading, considerable operational, 
shipping., finance and legal experiaice for implemen- 
tation of international trading contracts. 

vii) Strong financial position in regard to liquidity 

and. internal resources, and established accounting 
systems and. procedures. 

16. The weaknesses presently -visualised by IOC are 
indicated below: 

1) Ehe to historic^ reasons, IOC* s growth in MS 
(Motor ^irit) retail trade has not been 


3 ^ 5 - 


coQimenfiairate vd.th that of other products* During 
198^85, the market share of IOC was about 35 % as 
against 59^ for aL3. petroloam products taken 
together. As a result of this, distribution of 
retail net work is not fully in line with demand, 
centres® 

ii) Gaps in Communication ahd Management Information 
Systems hawe been perceived ahd action plans are 
being drawn up for imp rovea ent . 

iii) Career and succession planning is inadequate® 

iv) Improvements are needed in areas relating to strategic 
planning, .project monitoring, pace of computerisation/ 
automation, inter divisional co-ordination and 
integrated IOC corporate culture® 


TL 


OIL & NA:ruRAL Gas ca-E-iissioNCOHac) 

Introduction 

1, Oil aPd Natural Gas JJirectorate was set up under the 
Government of India in 1956. It was later converted to Oil 
and Natural Gas Commission (ONGG) as a statutory body by 
an Act of Parliffluent in 1959. Hydrocarbons India Ltd is a 
wholly ovjned subsidiary Company of ONGC, v.'hich vjas set up 
to participate in exploration a^id production of crude oil 
in Iran. Keeping in view the' long term objectives, further 
grovrth and challenges, the (XIGC organisation v/as restructured 
during 198^85 on a common basis ^Dproach and concept of 
Functional Business Groups with centralised policy making 
and decentralised administration with commercial relationships 
among these groups viz., Exploration, Drilling, Operational 
ajrd lechnical. Ihe Research and Developmept Institutes also 
act as profit Centres. To maKe these Business Groups more 
effective the powers of various authorities were enhanced 
by revising the Book of Delegated Powers. The re-orgaiiisation 
aimed to promote specialisation to achieve excellence in 
the Various technical and other disciplines, easure cost 
consciousness and optimum utilisation of human and 
materigl resources. Since this reorganisation did not 
prove to be complet^y successful the Govt, restructured 
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the OHGC into ah epex body having three autonomous region^ 
divisions to be headed by Regional Executive Directors. The 
Regional Executive Directors are fully responsible for 
exploration^ drilling and production of Oil and Gas in 
respective on'*land regions. The Bonbay off-shore area 
constitutes the fourth division. The Business Group concept 
has now been shifted to the Regional Divisions which will 
have a greater degree of autonany as wall as accountability 
for perfornance. The Members in the apex body of the ORGC 
will now be involved mainly in policy matters, co-ordination 
arid inter- action with international companies. 

Objectives 

2. The main objectives of OIIGC are exploration and 
exploitation of hydrocarbons and production, marketing and 
transportation of crude oil and natural gas. Other important 
objectives as stated by ORGC are to build up relevant 
teciinology and scientific kno\,£Ledge, to maximise cost 
effectiveness in all its areas of activities and to constantly 
expand and update knowledge by intensifying basic and applied 
research. 
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Production Performance 


3, The concept of capacity and its utilisation is not 
r^evant in the case of OJJGC. Tne performance in terms of 
production, surveys and drilling operations is as follows;- 


Item j 

! 

Unit 

! 

1981-32 

Actual 

t 

i 198 2-83 

1 Budget 1 Actu- 
1 Estim al al 

1 te 1 

j 1983-34 

. 1 Budget} Actui 

1 1 

! ; 

I t 




1 

2 

3 

4- 

5 

6 

1 • Crude Oil 







(Production) 







1.1 on-shore 

Million 

5.20 

5.80 

5.35 

6.25 

5.76 


tonnes 






1.2 off-shore 

Million 

7.93 

12.11 

12.38 

17.00 

17.39 


tonnes 







Total of(l) 

13.18 

17.91 

18.23 

23.25 

23.15 

2. Natural Gas 







2.1 on-shore 

Million 

1080 

900 

1113 

868 

738 


m3 






2 <,2 off-shore 

It 

13^+5 

971 

2357 

1162 

3259 


Total of(2) 

24-25 

1871 

3470 

2030 

3997 


3. L.P.G. S^es 'OOO tonnes 73 1^1 161 151 196 

(on-shore) 



Item 

Unit 1981-82 

j 1982-83 1 

1 198 >84- 





Actual 

I Budget 

1 Actu-| 

[Budget ! 

Actual 





1 Estim & 

1 al i 







fte 



1 1 

! i 



1 


1 

2 

3 

4- 

5 

6 

4-0 

Surveys 








4-. 1 

Geolo- 

Party 

12 

12 

10 

12 

12 



gical 

(on-shoi%) 

Years 







4-0 2 

Geophy- 

sical 

(on-shore) 

n 

— 

4-5 


4-5 

40 


4-0 3 

Sei smic- 

‘000 

25 

20 

27 

26 

20 


(off— 

tonn e 








shoe) 

kras 






5. 

Drilling 








5.1 

On-shore 








(a) 

Escplora- 

tory 

^000 mtrs. 

211 

134- 

120 ’ 

182 

132 


__(>) 

Develop- 

rn c»rs i*. 

M »t ft tt 

— 

138 

104- 

150 

127 



Ill V 

Total of (5.1)211 

272 

224- 

332 

259 


5.2 

Off- shore 






60 


Ca) 

Esplorar 

tory 

'OOO mtrso 

111 

50 

57 

75 



(b) 

Develop- 

n ti II w 

- 

1l6 

105 

184- 

149 




Total of (5*2) 

Ill- 

166 

162 

259 

209 


3^0 


S^ection Justification for In-d^th Study 

M-* ONGC was selected in consultation with the Bureau of 
Public ihteiprises as a high performing organisation for 
in-d^th study in view of its relatively large volume of 
Sales and assets. It had first position anong the public 
enteiprises from the point of view of Gross HLock and Gross 
I’rofit in 198 and third according to Net £hles over 
1981-82 to 1^3-84-. The undertaking scored canposite rank 
of l6 and has been in existence for mcr e than 10 years Cb-vul. 
qualified itself as a high perfonning enteiprise. Its 
selection was merited on more than k- out of the 7 indices 
as a high performing one. imong petroleum group of oiteiprises 
numbering 12 the ONGC rank was 7* 

Financial Status 

5» The financial information on selected aspects is as 
unders- 

(Rs. crores) 


a. Item 1982-83 1983^ 

NO. ^ 


1. i) Investment 

1956 

2031 

(Equity+Loan) 


2 ii) Gross Block 

2785 

3835 

2, Capital employed 

2252 

375 
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(Hs.crores) 


Slo 

No. 

Item 

1982-83 

198>8J+ 

3. 

Net Worth 

1590 

2376 

If. 

Net Sales 

2376 

34-78 

5. 

Gross Profit 

1270 

1696 


Manpower Infora at ion 




6. 

The number of persons 

v;orking in 

diff eren t categoriej 

is 

given b^.ov/J 





Cat eg or S’" 

198 2-83 


198 3-84- 

1 9 

Managerial & 

9232 


11592 


Supervisory 




2c 

Clerical 

3300 


3646 

3o 

acill ed 

1306 0 


Iif365 

4-c 

Others 

51258 


555^ 




Personnel Policy 


7* Early in 1982-83^ the Personnel Department identified 
important problems that required to be tacldLed on high 
priority* This was done by close interaction with various 
groups of employees, associations and Uni ore , Some of the 
more important problems identified were (i) iedequacy of 
Manpower resources for several critical areas of operations? 
(ii) stagnation in the career growth and a sense of frustrar 
tion; (iii) training and developing at induction level as 
well as at various intermediate levels; (iv) welfare housing 
and recreational facilities; and (v) improvaneat in the 
living and working conditions at various work centres and 
generally the quality of their lives. 

8* To deal with prohLems identified in the personnel area, 
a new personnel policy has been adopted which aims at — "■ 

participative style of mahagaaent in order to develop an 
environment of mutual love and respect anong employees end 
to provide job satisfaction, better living and working 
conditions. Training & Development of personnel has been 
given due importance by gearing training to: (i) improve 
efficiency, productivity, and knowledge, (it) develop 
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^ecialisation and managetnent skills, and (iii) maintain 
standards of skills and inputs to new technologies. Mi 
Institute of Management Development has also been set up. 
Three staff training institutes to cater to training needs 
in drilling, production, electronics, instmmentation, saf ety, 
fire fighting and other oil related vocational trades are 
also being proposed. Mi Institute of Pipelines Technology 
is also being p2. .anned to train eaiployees in the opera.tion 
and maintenance of pipelines. 

9. A 10- Year Welfare Plan has been developed with the 
objective of improving individual motivation for high 
productivity. For better understandirg and optimum 
utilisation of human resources, va.rious behavioural studies 
have been conducted. 

Pricing Policy of Crude Cil and Petroleum Froducts(LPG) 

10. Fne recommendation of the Oil Prices Gcarnittee (OPC, 
November 1976) and as accepted by Governmaat continued to 
foianidie ba.sis for the pricing of crude oil ^d LPG 

p reduced by OIIGC. Under this arrangements, retention prices 
are fixed providing a return of l5/w on capital employed. For 


consumers^ eXf- storage point prices are fixed at unifoini 
rates. The prices are revised from time to time* Government 
had gppointed an Oil Cost Review Committee in July 1983 
review the costs ahd the pricing arrangements for petroleum 
products and other r^ated matters. The Committee submitt^ 
its report in July 198^* Keeping in view the rapid growth 
in the consumption of energy particularly crude oil ahd gas 
in commercial energy consumption ahd to induce their more 
efficient ahd economic use^Governmont increased the basic 
price among others of LPG. 

Research and Development 

11* Jtoong others, the two important objectives of the 
ONGC are to ; (i) build up relevant technology, scientific 
knowledge ahd enteiprise in relevaht areas of exploration 
techniqiUes, exploration practices and technology, engineejzing 
construction and maintenance, ahd (ii) constantly update 
the state-of~art in all relevant teclmology and mahaganeit 
in the industry to the best of international standards and 
practices* To achieve these obj ectives, R & D has been 
designed as the %ey Result Area" ahd activities of the 
Research Institutes have been geared to achieve these. An 


Advisory Committee has been constituted within the 
Commission to continuously monitor - all R & D efforts 
ahd to identify areas of further research, 

12* The R & D efforts in QNGC are being carried out in 
the area of oil es^jloration by the following three major 
institutes: 

i) Keshava Rev Malaviya Institute of Petrol aim 
Exploration (KI34IPE) established in 1963 * 

ii) Institute of Reservlor Studies (IRS), established 
in 1978; shd 

iii) Institute of Drilling Technology, (IDT) 
established in 1978, 

Two new institutes viz. Institute of Production Technology 
(IPT) and Institute of aigineering and Ocean Technology 
(lEOT) are being set up at Bombay* 

13 . The Institutes have been directed to concentrate 
80^ of their efforts on epplied R & D to achieve self- 
sufficiency in technology, reduce the technology and 
intensify indigenous efforts. The R & D has been made a 
profit centre to ensure its evaluation in teims of its 
returns# 

lif.. The KMIPE deals mainly with basic problems relating 
to eicploratory locations, evaluation projects of different 


basins aPd. implements S & T projects* It also provides 
back-up services to the exploration efforts, thrust in 
developing new techniques ahd expertise in the petro-geo- 
scientific field services in relating to inter-p rotation 
of geo-physical, geological data to develop prospects* 

15* The IRS provides R & D back-up in the field of 
enhanced recovery by identifying the most suitable enhanced 
recovery techniques and conducting studies to optimise 
field production* 

16* The IDT provides back-up services on problans in oil 
well drilling technology, drilling Huid chemistry, 
cementation, weL3 control and data acquisition* 

17* The IPT is being established to cater to the research 
needs of production system of hydrocarbon particularly 
off-shore, process project engineering under- water technclogy, 
equipment ev^uation, well treatment, fluid flow technolcgy, 
artificial lift schemes, corrosion and environmental 
problems* 

18* The lEOT has been planned to provide gflialysis, data 
collection and laboratory model tests in the fi^d of 
engineering said ocean technology* 


JiPPMDIX VII 


EASHTHrYA CHMICAIS & FERTILISERS LTD. 

Introduction 

Eashtriya Chonicals & Fertilisers Ltd was incorporated 
on 6 th March, 1984 and it cape into "being as a result of 
reorganisation of the erstwhile Fertiliser Goiporation of 
India Ltd* At the time of its formation, the company had 
one operating unit vlz.,Tranbay (old plants) and two major 
projects under implonentation viz* , Trotnbay IV expansion and 
Trombay V. Expansion. The gas-based fertiliser complex under 
implementation at Thal-Vaishet in Maharashtra was also 
allotted to the coapany with an annual edacity of 6*83 lakh 
tonnes of Nitrogen* 

Obj ectives 

2. The basic objective of the company is* to manufacture 
different types of fertilisers* The long term objectives are 
stated_to be to diversify into new areas of business and to 
work on new fertiliser products* The current objectives are 
to take the new installed edacity to full production and to 
market the entire production* The Trombay IV Expansion 
Project with an annual capacity of 75*000 tonnes each of 
nitrog^ and phosphates (P 2 O 5 ) went into commercigd 
production on 1st January, 1979* The Trombay IV project with 


an annual edacity of 1,51>800 tonnes of nitrogen also 
started cocam ercial production from July 1^2. Besides 
fertilisers? the company is also producing a number 
industrial products such as MethonpJ, Argcai, Concentrated 
Nitric Acid, Methyl Anines etc. 

Production Perfoimance 

3« The production of nitrogenous aPd phosphatic 
fertilisers in HCF during 1983-84- has been according to 
targets. Actual production and capacity utilisation was as 


follows:- 



(000 tonnes) 

Major Product 


Cap acity 

Production & Ganacity Utilisation _ 


1982-83 

1983-84- 


1 


2 

3 

4- 

5 

i) Trombay I 

N 

90.5 

75.9 

(8lf) 

84-.4- 

(93) 

84-, 3 
(94-) 


P2^5 

45 

36.9 
(8 2) 

40.5 

(90) 

4-1 . 1 
(91) 

ii) Trombay IV 

N 

75.0 

4-7.7 

(64-) 

54-. 4- 
(74-) 

55.6 

(74) 


^.2°5 

75.0 

4-7.7 

(64-) 

55.4- 

(74-) 

55.6 

(74) 

ii) Trombay- V 

N 

151.8 

85.0 

(56) 

140.1 

(92) 

125.0 

(82) 


Percentage of utilisation in parenthesis. 




Selection Justification for In-depth Study 

if. The company is one of the top performing public 
sector entezprises; it ranks 4- in the industry group 
comprising of 25 production entezprises. The three 
companies above Rashtzriya Chemicals and Fertilisers Ltd. are 
Southern Pesticides Ltd, UP Drugs and phaimaceutical s Co, 
Ltd. and Sambhar S^ts Ltd. They have not been selected 
for the purpose of in-depth study as they were either very 
small enterprises or were taken— over companies or were net 
in existence for the 10 year period. RCF d.so qualified in 
6 ou'fe of 7 indices chosen for the purpose of ranking 
enterprises and it is also within the top 30 public sector 
production enterprises . 


Financial Status 

5, The financial information on selected aspects is 

given below; /„ . n , v. n 

^ (Rs. in lakhs) 


Item 

198^-83 

1983“S4 

1984-85 


2 

3 

4- 


i. Investment(Biuity+ 

Loan) 

ii. Coital Bnployed 
(Net Fixed Assetsf 
working capital) 


37349 

54102 

71782 

29766 

28742 

76899 

38539 

59542 

67592 


iii. Net Worth 


Items 

198 a-83 

l983-8i# 

1984-85 

1 

2 

3 


Net Sales 

2^029 

>+0030 

4-34-97 

r. Gross Profit 

3767 

6^35 

5971 

Manpower Information 



6, The nmber of 

persons employed in differa:it categories 

is given as under:- 




Category 

1983-8^ 

1984-85 

1985-86 

1 

2 

3 

4* 

Managerial 

569 

600 

679 

Sup ervi sory 

860 

872 

990 

Workforce 

3350 

-3658 

4-378 


Pricing Policy 

7* The prices for the fertilisers industry are controlled 
by government and the retention prices scheme continues to he 
in vogue for phosphatic fertilisers. Anong the Nitrogenous 


fertilisers, Anmonium Sulphate and calcium amsionium nitrate 
were earlier controlled and at the same time talten out of 
the purview of the retention price scheme with effect frcxn 
8.6.1980, hut have been brought back under the scheme fron 
21.3.8^. Urea^however^ continues to rerain under the 
retention price sciieiie. In addition to the retention price 
sciianGj a scheme of freight subsidy is also in operation. ‘This 
is to ensure that the manuf acturey^et adequate canpensation 
towards freight expenses incurred by them. 


-APPHMDIX - VIII 


BHARAT HEAVY ELECTEYCALS LIMITED 
Introduction 

1» The Bharat Heavj'’ Electricals Ltd v/as incoiporated 
on I3dh i'Jo'vemDer ^^6h- to take over the raana cement and control 
of (i) Heavy Electrical Equipment Plant, Ranipur (near Harawar, 
HP) ; (ii) Heavy po-v/er Equipment Plant, Ramchanarapuram (near 
npdoraoad, A.P,); and (iii) Idph Pressure Boiler Plant at Tiru- 
vorumhur (near Tiruchirapalli, Tanilnadu) , from the Heav^/ 
ilLecuricals (India) Ltd, Bhopal, On --I st January , 15^7^1-, Heavy 
Electricals (India) Ltd, Kith its plant at Blioijal v.'as morped 
Kitii BHEL. In 1975, tvo Karnataka lovormont Goripanios 
namely, RY-ICO and Mysore Porcelains Ltd (lYL) voro taken over 
and later merged vith 3HEL in 19 , 30 - 81 . Mrom 1st January 190}, 
-li-i-iGO v.'as merged Kith the Gonorol uquinment. Division and 
MPL Was given neu name of I-loctro Porcelains Division, Bangalore 
In the Filth Five Year Plan, tliroe manufacturljak: units naJieT v 
Central Foundry Forge Proiect, Hardv/ar; Trans- ori.ior Proioct, 
Jhansi; and Seamless Tube Proj^ect, Tiinichirepalli vore adued. 

La oei on, j_n uhe S^rth rive rear Pj.an, four more manufacturing 
units namely, Boiler Auxiliaries Plant,' lianipet; H.T, Ceramic 
Insulator Factory, Jagdislpur (U.P.) • Industrial Valves Factory, 
Goindwal (Punjab); and Coi£ 5 )onent rVorication Pro ject, Rudrapur’ 


Hopi 


for the manufacture of vrind^mills and solar heating systons, 
were added, BHQ;, has now' 13 manufacturing units, located at 
Bhopal, Hardwar, Hyderabad, Tiruchirapally, Jiiansi, Bangalore, 
Ranipet, Jagdisiisur, Goindwal and Eudrapur. abday, BHEL is 
organised along the business sectors of Power and Industry 
to give a spurt to business, particularly systms sales and 
turnhey projects. These business sectors aie supported by 
manufacturing and service divisions, besides a centralised 
Corporate Research Division at B^erabad and iiuaan Resource 
Development Institute at New Delhi, A Pollution Control 
Research Institute at Hardwar and Ceramic Technological 
Research Institute at Bangalore are being set up with UNDP 
assistance. For hea-vy power and industrial equipment repairs, 
a unit is being set up at Varanasi (U.P.). The Conpany has 
supplied power stations on turnkey basis in India and abroad. 

Cbjectives 

2, The following are the objectives of the enterprises 

i) Manufacture, supply and turnkey erection of Thermal, 
E^del and Atomic Power plants; 
ii) Manufacture, supply and turnkey setting of power 
tranaaission lines alongwith transformers, alter- 
switcifiaoards, control equipments etc. 


1 + 0 ^ 

iii) Manufacture, supply and turnkey erection of 
power and industrial boilers; 
iv) Providing consultancy and consumer assistance 

services for power pi an ts, industrial and traction 
motors and other electrical items etCo 

Activity Profile 

3<. Energy Sector (Therinal-, Hydro, Hu cl ear and Trans- 
mission and Distribution) 

i) Products; Tdrbossts & auxiliaries, Steam 
Generators and luxiliaries, Hydrosets ciiid 
auxiliaries, Kuclear Pov;er Ibuipment, Hotors, 
SvrLtchgeacs, Irar^isfor-Aers, Pumps, Heat TXch, angers, 
G^acitors Porelain/ Ceramics, Controlgear, 

Castings and forgings, Seamless Steel ihbes, 
Control SLectronics and Associated Instrumentar 

tion <, 

ii) Systems/ services; Power Systans, 'Turnkey Power 
Stations, Load Despatch Centres( Con sal tancy) 
direction and Commissioning, After Sales Services. 

4-0 Industry Sector 

i) Products; Boilers, '/alves, T.G* Sets, Compressors, 
Motors, Control Gears, Drive ‘ftiarbines. Oil Bigs, 


Solar 


hc>5 


Power Electronic c, Power C. Water Meters, 

Cells & Panels for Terrestrial and. ^ace A 2 ^pli- 
cations, 

ii) Systems/ Services: Electric Drives and Control 
systems, Therrno-mocljanical Sl^storas, Erection d: 
Corrmiissioning, Ax’ ter Sales Service. 

5. Tran£ 5 )ortation Sector 

i) Products* Traction Machines (Ihi'C o:D/C locos, 

H-rOs) , Marine Turbines, Battery pov;ored Koad 
Yeliicles. 

iii) Systems/ Services: uX'Dan Transportation Systems, 
underground Railv/ays, Electric Trolley Buses, 
Traction Systems i'or Itailuays, After sales Services, 


6. Continuous effort is beinr made by tiie BlilE, in the 

direction of completion of the on-yoing projects, on replace- 
men t/renewals/modernisation of the Gristing facilities and 
also on creation of additional i:;rouuction auriliory 

facilities. Aa outlay of Rs. 3!:^).^ croros I’as earmarked for 
BEEL in the Sixth Five Yeax' Plan and t}iat of Rs. 13G.77 crores 
in the Seventh Five Year Plan, 

Selectioo Justification For In-depth study 

7. Th^BHEL is one of tlie largest engineering and manufac- 
turing con^^anies in the public sector. During the year 



in terms of gross i-urnover, BiiHL occupied 9 th position among 
top ten sale leaders in the public sector. Among the top ten 
profit making enterprises, BUHL stood at 4th position. In 
l46 production enterprises it ranked 46 and in Heavy Engineer- 
ing Group it occupied 4th position. Considered from its ranking] 
in 6 out of 7 indices, BIIEL is a high performing enterprise 
In Internal lie sources Generation ovo: 

1963-^, its performance is not 
that it is largely consuming, i 
duties, dividends, high safioriG 
on social overheads thus, loavi 
profits. It is reportou tl.ar i 
in the BhEL is around its. 2000/- 
company is nov in a position tc 

and diversification prograim.-os curing Seventh Plan entirely 
through internal resources generated by it without seeking 
any budgetary support from t?^- Government, 


over tl 
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Product Details 


Major Products 

Present Gaeacity 
( 1984 - 85 ) 

Gapaci- ov 

1982-83 

■ Utilisa tioA^'^^ 
1983-^ 19?^- 85 



Unit 

Quantity 





1 

. 2 

"'I . 

'-. 3 ,'., 

■**’^'*' “t; ■"* 

id- 

: 5' 


i) 

Thennal sets 

M li 

3860 

69 

61 

no 

xi) 

hydro sets 

K .y 

1^5 

83 

k5 

4o 

iii) 

Boilers- 
Power & 
industrial 

Tonne s 

16^00 

110 

85 

77 

iv) 

Tran sf ormer s- 

MA 

9293 

75 

110 


V) 

Traction 

equipment 

Mo s. 

1570 

131 

129 

i4-2 

Vi) 

Siitichgears 

Mos, 

244-5 

56 

5i 

60 

vii) 

Insulators 

Tonnes 

13 D 20 

73 

77 

^r 

viii) 

Electricity 

Meters 

Hos. 

600000 

95 ' 

81 

92 

ix) 

Seam]^ss Steel 


Tonne s 


26 

33 

m. 


9. VJitli multiplicity of product-mix and the changing pattern 

of demand, capacity determination and the assesstU'ent of utili- 
sation for the imit as a whole poses prohle^ns. This is in fact 

the common characteristic feature of multiproduct engineering! 
erjteiprises. The imbalance in working load arising out of cliangin, 
product-mix also affects tiie utilisation factor, h'ith the given 
limitations, the capacity utilisation lias been given in the 
above statement in terms of major products only. 


^os 


10* Production Information 


Ma.ior Unit of 

1982 

o o 

19 83-84 

19 84-85 

Pr 

oduc t s QuantL ty 

Target 

Actual 

Target 

Ac tual 

Target 

Actua] 


1 


¥ 


6 

7 

S 

i) 

Thermal MVJ 
sets 

« 

2^12 

2420 

2112 

3320 

I24r 

ii) 

hydro MW 

sets 

• 

1119 

10 14 

60 B 

2:9 

55-2 

iii) 

Boilers- Tonnes 
Power Sc 

Industri- 

al 


128183 

130656 

121257 

^3:ii07 128596 

iv) 

Transfer- 

mors 

o 

985 

89)27 

10151 

8600 

7S7S 

v) 

Trac- Nos. 

tion 
equip- 
ment 

* 

1702 

100 5 

2017 

It 

1872 

2228 

Vi) 

S^';itci>- iios, 
gears 


1371 

837 

12 U 0 

1300 

l464 

vii) 

insula- Tonnes 
tors 

« 

5883 

« 

58 14 

' * 


viii) 

lli.ectri- Nos. 
city 

Meters 

■ * 

569225 

* 

485301 

0 

0 

0 

0 

5^623 

ix) 

Seamless Tonnes 
Steel 

Tubes 

.. # 

110 55 

• 

13627 


12620 

x) Oil Bigs Hos. 

■#' 


9 

7 

10 

^ ' W 





11. As at the end of 19£^85, hiiHL had orders v;orth j 

Es. 51^ crores. These viere considered onouiTi only to Icoop I 

it busy for anotiier 2 years. It needed orders uorth another 

Es. 5300 crores in the remaining tiisee years of the Seventh ; 

Five Year PJ an if production capacities are to iiuri along at the j 

current 75?'^ rate of efficiency. TTio production performance 

as at tile end of the Sixth Plan shovs a substantial urider- | 

utilisation of capacities. Keeping in view the present : 

position of lean order books, the dependency of the company 

on the pover sector v;ould probably bo not moz'o than ^0 percent., 

in the near future, Koreover, pover equipmerit nariiots abroac. 

are also seen to be quite sluggish anu it vo’sld bo rasher 

optimistic to look for big balooning of e;q:>ort viorfoimanco 

of the company. In viev; of mho fact that ti.o voltage is lev 
**• ^ 

on the pover equipment orders, BiiHL is in the process of readying 
itself, in a big way, to become a widely- diversified mega- 
coil; oration. The nev; business strategy is being evolved to 
put coaqsorate eggs in number of bashots. It lias urawn plans, 
by way of diversification, for branching out in a nirtber of 
arena s , lea siri g out equipmen t such a s rigs , ma i luf a c ture of sIsgc 
electric dumpers for coal mines, and consumer durables like 
washing machines etc. Locomotives washing machines may be 
the wave of the future for BiiEL if it wants to stay in ti'je 
big league. 



12. 2he tGciinology policy of tiio coupany i:ias started paying 
dividends. BliEL lias been constaj^tLy improving its designs and 
manufacturing technology in consultation with Central IHec- 
tricity Authority and State llLectricity Boards. As a result 
of these efforts, generation of power from BIIEL sets lias increa- 
sed, Tecl'inology is being updated in respect of 500 hV.’ thermal 
sets, motors, switchgears, valves, oil rigs where indigenisatior 
is in progress. The iOuidisod bed boilers supplied by it 
iiave become very popular. Another notable achievement during 
192^85 WgS the successful development of a sp'stem for the 
direct ignition of piilverised coal v.’irici'j i;ill lead to - 
nearly 9 O /0 saving in fuel oil consumption, yartherrnoro, in viei 
of the Departeient of Elnergy* s ambitious plan for installing 
10,000 hW of nuclear power generating capacity by the turn 
of the century, BhEL is gearing itself to auqnent manufacturing 
facilities for nuclear steam generators to produce 8 steam 
generators of 235 annum. 
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financial Information 


(A'lount in Hs. lalihs) 


Item 

J^82-83 

1 Q 8 Vr* 

198^85 


Amount 

Amount 

Amount 

1 

2 

3 


i) Investment 
( Equity +loan) 

5,3N-,83 

6,79,89 

6,80,6? 


ii) Capital Employed 8 , 76,10 
(net fixed 
assets + working 
capital) 


iii) I'iet Ivorth 

(Paid-up Capital 
+ id?ee Be serves 
less accumulated 
losses (deficit) 
and DEE remaining 
un amortised) 


iv) Net Sales (Sales 12,33,8? 
less returns, 
selling commi- 
ssion, discount 
and rebates etc) 


v) Gross Profit 
(EBIT) 


1 ,51 , 9 : 


8 , 69,61 


3,70,35 ^, 20,11 


1 ^, 12,32 


1,73,73 


pricing Policy 


8 , 99,62 


4, 91 , If? 


16 , 07,02 


1,79,65 


1^1-. Prices of all products manufacturod irs the BiiEL are 
either uetermined by market forces or tjjrcugh direct negotia- 
tion betv/een the buyers and the seller. Negotiated pi'ices also 
are rela table to prices fixed by uhe Bureau of Iridustrial Costs 
and Prices for power equipment. Actual prices are less tfian 
the prices so derivable. : 
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Market Sliare of BHSL eaui'oi.ient in Indian oov/er syster 


Year 

1979-ao 


entage 


of total i-IVI corariissioned 


1980-81 


in trie country 

Oi the installed capacity 


in tne country 


1981-82 


of ti.e in3'Gal3.ea capacity 


in the coiinti'y 


1982-83 


of tho generating copaciiy 


auaea auring me year- 


1934-85 


OI one gonoratinr capacit' 


Sixth Plan 
period 


rocports 


aciaoa aurin;- xiiO year. 


of the toual Iff con iissioned 


L.n tire conn "cry . 


Item 




-ir, c o . nr 


9oH-o4- 1Q< 




1 ) C-coas 

(biSL equipment like svrfcichgear, 
insulator ,* hydrosets, liuroosots, 
ooilers and components, trans- 
formers, equipment for power 
stations etc, 

ii) Services rendered in setting 
up power stations under 
tm'nkey contracts 


1326 
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17. He search And Development 


Tlirougii in- house R cc D, 3IIEL has achieved consiaer- 


ahle progress in absorption and adaptation of iinportod 
technologies, introduction of ne\j products, in mo rzing improve- 
ments in existing products and techaologios anu in producing 
indigenously import substitution components etc. During 
the year 19^3-^, a corporate H c; D complex and a central 
1-lanagement Development Institute \;oro set up. haior 
achievements as a result of H c: D efforts are detailed belov;: 


19 32-89 

Series compensation I’or po'-'er system stability 

* VJaste heat boilers i'or energy corisor'/ation 

* \ioll head and oil field valves for thermal po’.;ei‘ 
stations to replace the importeu ones 

* Auto synciiL-oniser for improving geneyator 
synclu'oni sa tion 



As a resiU-t of import 
there vjas a saving of 


suhstitution efforts made by Dhai'j^ 
Hs, 10.53 crores in foreign oxchaijgo. 



Gompleted the development of .direct ignition of pulverised 
coal in existing boilers and commissioning of 5 hlW liagnets 
Hydro-dynamic and the technology of Huidised bed combustion 
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Expenditure on R 6: D 

(Rs. layis) 

Item 19_8 2.,83._ I 19 8 3 -..^ | ^19^i=^„Lj28i-^ 

Target Actual * iarrcot Act, ^ Tar^ Act. I 'darnot 

ii.A, 1317 3000 1^i-6S 1300 l6^ 2000 

. 1.19 2.31 1.22 1.17 1.13 1.18 

In order to compete uith leading international electri- 
cal companies, tlie BiiEL intends to step up its investeent on 
P. £: D to at least 5-7 percent of the outturn oy 1990. 

Strengths and deahnosses 
19. Strengths 

i) 3 HHL is an integrated or-onisarion^ producing power 

■% 

generation and transmission oquipnent and auxiliary 
items to cater to the Central E1.gc tricity Autiiority 
power prograsrnos. It operates largely in tiie power 
sector \:hic;i doing one of the core sectors of the 
l<iaisn Econoiro^ lias a large growth potential. In 
supplying power gonerauion equipment it is the 
leader in the country supplying, on an average, 
go to 90 percent of the country* s needs. Besides, 
plays a major role dy providing useful range of 


1 . Aiiount 

2. $ of 
proauction 


products for other key sectors namely, Uroan Trans- 
portation, Eailva 2 ^ 3, Fertilisers, Steel, Oil etc., 
in the form of drives, process equipment and controls 
etc. This provides 3HEL with a vride ^ectruni of 
business which stands it in ■:;ood stead during business 
fluctuation Sc 

ii) 3HEL has, over a period of about 20 2 /ears, developed 
sopiiisticated engineering skills and modern manufac- 
turing facilities which are comparable \^ith the best 
in the \vorld, BhHL has at present 23 tocinical 
collaboration agreomoiits w-itii foreign firms (out of 
wliich h ore with Siemens of West Gemany) , llirther, 

3 EEL launched some years -ago a Quality Circle hove-- 
ment i.’ithin the organisation, which is aiited at bii-n- 
ing quality avjaroness by involving all dq^artments 
to oui3.d up a culture where qualii:y is built 
ii.to the product. It is reported that about 1100 
productivity improvement pro;] octs and 160C Quality 
Circles were in operation. The productivity of 
capital and labour in the organisation lias sustained 
fairly reasonable level os a result of these measures 
supported by environmental advantages. ALl this has 
enabled BEEL to successfully withstand competition 




not only from foroicn suppliers in the global 
tendering in respect of povor generating equipment 
by getting some orders Tor the sopbisticated pouer 
generating equipment meant for the IffFG besides sor.io 
ezooort orders for 


4- Vie 


OV -h 03 

oquipL'ii 

ent 

, but 1 

0 3 :'uic : 

dg: 

r.io 0 : 

fro: 

■n the : 

50c tor 

a 

3 tar 

<J s 

boile: 

’(icir G <2 

llu 

tran 

GdO 

imiers 

0 / ti- 

.0 

sales 

of 

3 EHL 


increasing fro;:, year to year slious tliat it has 
I'ithstood the comgiotition vrel], , During -1936—375 


re-.'-orueu 


u* D 1. i . V j 


el os 5 among oiio public ontei-- 


prises, DIIZL co.:.es second next to SAIL. 

) As an organisafion , DL; 3 . i'lss a divisionalised 
se-b-up, rhe opei-acioiial pat-eern on a divisional 
basis, apart from fiming re op-on sib ility on managers 
for all tho activities, such as sales, onginooring 
and manufacturing, relating mo their prouuc vs, givos^ 
the General Kanagers the feeling of belonging and 
resTjionsibility for all tii-oso activitt^ in respect I 
of the produetC s) in their respective divisions, | 
which, in turn, lias helped in bringing about bettor 
coordination among the 3 nain tecljnj.cal functions - I 
sales, design and menufacturing. It tls a fact 



>» / 



that BiiEL has groim over the years and its oi^era- 
tions have also become more compile;: ana diverse 
in nature. The BllIHL maintains that mere grovruh 
in size or complexity has I'lot made the organise uion 
un\;iftlAy or has not reo3.1y posed a consaroj-nt 
for effective nanagomont. On zlie ot^-er nand, 
integration of sii.rilar opera nonG rs sucitod t;, 
legd to more effective utilisation of avarlaome 
resources. It is reporroc tiiat mere are 
organisations, Iin:o Siemens, in the vorld vhich 
are vorv large, ana yet tnese ore success-t--! 
p erf o I'm or s. 

Accordj.i'ig to BPH, the -aSL na s a amanc_dl ana 
budgetary system \nhcn is rn'icr.-n me oe one oi a:e 
best in the corporate sector. 'Hach bivision 
•oreoares trireo sets of buagoos namely, (a) con- 
ventional budget covering sales, proauction, 
material consumgmeron, og.' ora ting exgjonses, p-e 
ways aua means etc; (o) functional ouag 
(c) product Duaget. 
lied with reference 
E 2 g)enses are also 
wise and 
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office receives from the various uivisions prescrioed 
MIHs on the various itons of o;q:)Onses actually incurr- 
ed and reviewed wiuh ref eronco to tiio approved budget. 
As regards cost control, since units are niostl;/ 

engineering units, the company lias o stab! i shed ;iob 
costing: p.iiethod of collecting; costs olouent-\Ji se - 
material, labour an., ovoitioads. A cost nanual 
has also been propcreci., outlining; detailed method 
of cost collection in resg;iOct of airect material, 
uirect laaour ana overheads agujortlonment/allocation 
proceaur ;s. ihis :.'orm,.: the oasis of evaluation 
of V.TP and of finished goods. In rosg^ect of 
matorials, a e tailed s-ores leu,; or is maintained, 
rhysical verification oi' svOch is a perr-jetualm^rocess^ 


/^garn . lias a i.icsns,a.:. 


of '..mein ton a nee of the 
■ ostablish-ierit of 


. C'i * wliC 


price stores ledger. 

a liistoricol cost sg'stc:;;, proo.o,ct-wiso operating 
resuj.ts are prep area poriov.icalj.y arm. roviowod. 
the co’i.ipany provij-os oca scope for gro’.rbh opportun: 
ties for. employees uuo ‘u:; uivorsif ico’oion ana oicpan- 


Sion potential. 
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vi) 3EEL has over a porioc. of fov ycBTc created a good 
climate for emplofoo morale ana discipline by lool:in< 
alter their velfaro besides talcing core of their 
grovftxi opportuni'ciGG in tho company and paying them 
vjelm. It rs ostimaroc. tiiat tho avera, o omoluinents 
received oy a dhHL e!m>loyoe comes to over hs, 2000/- 
P.M« 3KEL received Avai-afor best inaustrial 
^ emotions xroi-i AIJ. j-iK..ra Crganrsavron of Hurolovees 
for 1963-0^. 


Weahnesses 


i) Capaervy u'cii isat.ooic oo o^:c op ti.mar.: 1 ovq]_ in the 
bilEL units has pc sod a real problem ro t }:0 hanaro- 


ment, particifLarly in tiiermal ; .'enera tirp- plants, 


hydro sots, boilers anc. insulators. 1‘his is largely 
attributed to the fact tir^t as a re silt of liberal- 
isation of Import irado Gonarol Policy in Aoril , 1978 
the pov;er ^generation onpaipment came to oe included 
in tiiG list of items alloued for global tendering 
ana thus these items vero taken out of the mono- 
polistic range of BliEL, and the competition faced 
from the industries in the private sector within 
the country in re^s'.ect of seamless steel tubes, 
boilers and insulators. Added to it, there have been 




demand constraints I’or certain items in the iinEL’ s 
product range. Agoing of trie plants in some of 
the units, inability to keep pace with tiie latest 
technology, old and faulty designs of certain 
products, and imports of coi-uain categories of 
equipment iiave also added to the diff icoltres of 
the comtian;? in making an optimum; utilisation of 
the capacity. 

The liquidity position in the ccmp.ariy over the 
east many years has not been urito satisi acuory mark. 
This has been very largely uuo to (a) the short- 
fall in collection in tiio intO— d1 ano; 19d1-o2 
■pmimai'iLly uue Ci-o rioii— ^ o— '-i-cvOs ^ 
customers primarily State 'iLoctricity boards, and 
in nart to non-receipt of advat';cc;G on nev orders 
planned in the budget and (b) accumulation of 
inventories on accoun't of postponement of site 


doliverv roouiromonts of one voz'ious projecas d; 


the customers, omcessivo stoching of slow moving 


and non-moving items in stccm, lao^. of plann.ing 
on procuremott of components from the foreign 
collaborators, testing difficulties, and also as 
a result of revision of uelivery schedule by 


A, 




customers after the production prop-ramraes were 
j-inalised, iliere ■'.■'asj Iiov/gvgi’j sor.iG irarirovGnient 
visible in the liquidity position since tiio year 
19S3-8J+, which was made possible duo to stows 
taken o;/ the Company to mobilise lony-term funds 
tiu oupii debcnourosj loans from I'oroign financial 
insoituaions and puolic acqosits and also to some 
exoent uue to betaor managomGnt of vjorhing capital 
through containing inventory levels anu outstanGinrs. 
ihe xnventory level idrich was 2^ru days of turnover 
during 1982-83 uropped -ao 20 ? cays in the year 
19oj-c^j unu iurtner to- ion- aays during 1985— c-b, 
iii) ilirough in-liouso research 8 development, Bili has 
achieved only a syubclic progress in absorption, 
ana adaptation of imported teciriologies, introauction 
of nev; products, niahing improvements in Gristing 
products and tecimologios, and in 'oroviding 
inuxgtnousi.y import suo GtitoLtiori cosojononts etc* 
fUG impact of li 8 i) has boon a Hr i ted one due to 
the fact that BHEL‘s err.enditure on H 8 B is just 
1^6 of the annual turnover. I'his does not touch even 
a fringe of tlie needs of a giant company, catering 
to tlie core sectors of thr> country'. 


iv) The > after sales ser^^lce* seems to hove been neglec- 
ted area of BIiHj’s operations until recently, A 
beginning has, lately, been made since 8 regional 


service centres iiave been seu ui) in different parts 
of the country; anu s^iiaro parts A.’orth 113,219 croros, 
Vis. 12 ;ij of the turnover v/ero su'O'.liea aurin.g 


1985 - 


JIPPHiDIX IX 


HIHHJSIJIH PHOTOHCMS MJWFaOTDHINO CO. LIMITED 
Introduction 

1* The Hindustan Photofilms Mfg, Co, Ltd. (HPP) was 
incoiporated on November 30, 196O vhth Registered CSffice 
at Ootacamund. 

Obj ectives 

2. The HPF was set up as a national enteipriee with the 

objective of ensuring regular supplies of wide range of 

photo- sensitive goods of high quality at competitive rates 

which are required in abundance for Mucation, Sitertainment, 

for Mass Communication and Public Health, for Defence Forces 

and Scientific Exploration, and for imateur and 4)plied 

Photography, and to make the country self-sufficient in this 

regard. With a view to fiilfilling these general objectives, 

the HPF has set definite goals for itself as given in the 

Company's Coiporate Plan, and therebyT- 

« strive to make the country self-sufficient in photo 
sensitive materials; 

♦ miike the HPF the nucleus of national photographic 
industry in India, stimulating R & D efforts to keep 
abreast of international developments in a fast 
chs^ing scjphisticated technology; 



IfZiv 

. serve the country in its efforts to increase the 
rate of economic growth; and 

> contribute significantly to the nation^ economy. 
flctivljLy ProfiU 

3» The HPF Ltd. has three manufacturing plants, located 
at Ootacamund and imbattur near Madras. In the main factory 
at Ootacamund which was set up in 1967, the manufacture of 
films/photographic paper is taken up in ^1 its four stages 
of Operation viz., films base, emulsion pr^aration,i- coating 
and conversion, for integrated production. Besides, cine 
colour positive and amateur roll films are also produced by 
jumbo conversion. There are two plants at Anbattur, One is 
a processing chemicals plant established in 1977-78 engaged 
in the manufacture of Developer Chemicals for X-ray/gr^hic 
arts films. The other one at the Industrial Estate iinbattur 
was tet up in 1979 as a finishing plant where the finishing 
of medical X-ray film, industrial X-ray and graphic arts 
films is carried out from imported widestock. 

hm The company* s production can be classified into two 
broad categories viz., (i) Integrated Production - from raw 
materiel to finished product stage, (ii) Jumbo Conversion - 
finishing of semi finished material hnported in Jumbo foiia» 


The pTOducts covered by the Integrated Production ares 

• Cine 511m Positive (ELack & White) 

• Cine 511ai Sound Negative 

• Medic gO. X-ray 511m 

• Photogrgphic P^er 

Hie products included in Jumbo Conversion are; 

• Cine Colour Positive Film 

• Aaateur Boll 511m(ELack & White) 

« Industrial X-ray Film 

• Gr^hic irts Film 
«, Colour Paper 

5. A coating plaPt at Ooty with ah additional capacity of 
1*8 million square metres for medical X-ray film was added 
to the production facilities on 13th January, 1985. This 
would glso help the Company to take up integrated manufacture 
of anateur roll film. 

6. With a view to meeting the increase in demand for 
X-ray and grephic arts film on a long-term basis, a higher 
Capacity modem coating plant in collaboration with M/ s 
mjpont of USA for integrated manufacture of X-ray and 
graphic airts film on polyester base, with a total capacity 
of 10.15 million sq. metres of these products is being set up 


hZ6 


7* ®ie compapy Pas been meeting the demaPd for Cine 
(Sol our Positive Film by a programme of Jmbo Conversion 
since 197^, importing widestock frcm foreign sources for 
being finished at the Company* s Plaits. Keying in view 
rising demand for Cine Colour Positive Film as a result of 
the intensive shift frcra HLack & White to Colour in the 
production of feature films and short films in the coontry, 
a proposal for setting up a separate plant in collaboration 
withM/s Afga-Gavaert of Belgium for the integrated 
manufacture of cine colour positive film, vdth the total 
Capacity to manufacture 10 mil3ion square metres of Cine 
Colour Positive and Colour P^er, involving an investment 
of Rs. 190 erores is under the consideration of the 
Govern m ent • 

8* The Company got the sanction from the Governmert in 
July 1985 for setting up a Plant for tha^manuf acture of 
Aidio, ¥ideo and Computer Tgpes at a total investment of 
Bs. 925 lakhs. The Collaboration proposal for the project 
has been approved by the Government. The Company has 
already received industrial licence from the Govemmerfc and 
has inlticilly set up a small plant for the conversion of 
magnetic tapes* 
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9* Lat^y, HPF now ranks as one among the six major 
manufacturers in the woiSLd, making photo, cine and X-ray 
products from raw material to finished product, the other 
five being Agf a-Gavaert, Kodak, Orwo, Fiji and Perrania(3M), 
meeting the major portion of the total demand for various 
photo- sensitive goods in the country* 

Selection Justification for In-depth Study 

10» HPF has qualified as a high performing Company in all 
the 7 indices selected for the purpose, and has scored top 
position in the Industry Group ccmprising of 14 enterprises. 
Among the 1^ production enterprises, on the basis of 
composite ranking, its position is 11 . It has been in 
operation since 1967, i.e. for move than 10 years and was 
also found to be a turn- around canpany which' could make an 
interesting and instructive study. 

Long Term Performance 

11 . HPF Mfg. Go. Ltd., is a turn- around company. Since its 
inception upto the year I97^75f it was incurring losses 
year after year. The accumulated losses upto the ®d of 
1974-75 were to the tune of te. 1926*56 lakhs. This was 
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primarily due to the facts that (i) the ccmpajiy could not 
take up production of sane of the items according to schedule; 
(ii) the number of sanctioned posts was very much in excess 
of what was required; (iii) the edacity utilisation was 
Tery low in both the plants due to teething problems; (iv)the 
cost per unit of output was high as a result of uneconomic 
manufacturing process since there was excess consumption of 
raw materials, excess high level of scrap, high rate of 
rejections, a^id low recovery of silver and solvents etc.; 

(v) the Coinpany till the middle cf year 1978 had no mari^ieting 
infrastructure of its own and it was selling through private 
distributors all over the country with all the attendant 
malpractices, leading to a general mismanagenent of 
distribution and sales; and (vi) the unbusinesslike deals 
in tue matter of price paid for the import of jumbo rolls aPd 
earnings received on the export of silver nitrate affected 
the Cash generation position of the Company* '■ — 

12» Ihough the Govemraent and the Company w^ere in the know 
of malfunctioning of the Management and of the recurring 
losses, timely action was not taken and the matters were 
a5.1owed to drift for quite sometime, causing heavy losses to 
to the Gempany year after year* Effective action to deal with 


the sorry state of affairs was initiated very late. The 
Management initiated series of measures to improve the 
vorking of the undertaking which included: (i) those to 
step up the utilisation of cspacity installed in the two 
plants; (ii) to improve the quality of the products by 
toning up the production efficiency so as to minimise 
rejections, reduce scrap levels ets., Ciii) to strive cost 
reduction by effecting economies in consumption of materials 
and adopting appropriate costcewtrol methods; (iv) to 
evolve a rational pricing policy; (v) to build up the 
needed maiketlng infrastructure consequent upon the take- 
over of direct distribution of its products by the Ccxpeny 
w.e.f. 1st July, 1978 and ensure distribution consistent 
with market denands; and (vi) to contain the deteriorating 
cash flow position of the Company primarily by means of 
judicious inventory management. 

13* As a cumulative result of these measures, there has 
been an overall improvement in the operational efficiency 
and profitability of the Compspy, For the first time, the 
Company g^erated surplus in the yeax 1975-76 and it ca^ne 
out of the ‘red*, ^th the profit generation from year to 
year since thm, the Company wiped off the entire cumulative 
losses at the dose cf the year 1982-83, end has struggled 
to attain the status a» it is now* i 
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Production Perfomapce 

14. Tile actusd- production of various items attained by the 
ccmpany during the 3 years as against the installed 
capacity is given as under;- 

Production & Cspacity Utilisation 

(in million sq* mts*) 

^ ^ 

product i 1982-83 198>84 1984-85 


1 G^ar* 
city 

Actu^ 

Produ- 

ction 

f C^ar 
feity 

1 

Actual 

Produc- 

tion 

1 C^ar* 
feity 

Actual .!;• 

Production |i 

il !■ 

2 

3 

if 

5 

6 

7 





Product 


1982-83 


1983-84 


1984-85 


C^ar> Actual I G^ar 

city Produ-| city 
ction !| 


Actual I Capar Actual 
Produ- I city Production 
ction I 


■Roll Film 

Integrated 

Production 

0,045 

NIL 0.045 

NIL 

0.045 

NIL 

Jumbo 

conversion 

1.089 

0.5^ 1.089 
(50.0 

0.237^ 

(21,3) 

1 .089 

0.248 

(22.8) 

.photo Paper 

Integrated 

Production 

2.739 

N.A. 2.739 

n.a. 

2.739 

N.A. 


vii*| 


Integrated 2.162 
Production 


1.916 2.162 2.523 2.162 2.^1 

C8L6) (116.7) ^ (105.9) 


Jumbo 

ConversicSi 


2.000 


0,834 2.000 0.603 2.000 

(41,7) (30.2) (20.2; 


viii.IriMJ 


Film 


Jumbo 

CoBi'version 


0.250 


0u048 0.250 0.0^6 0.250 

(18A) (26.0) 


Fiim...- 

mtegrated H . A* 

Production 


0.121 N.A. 


Jumtoo 

Convepsion 


0.053 






Product 

1 198 3-83 

1983-8f 

1984-85 



o a 

Aptugl 1 
Produ- 1 
tion 1 

Gapar 

city 

1 

Actual 

Produ- 

ction 

1 C^ar- 
city 

® ■ 

Actual 

Produc- 

tion 

, 

2 

3 

if 

5 

6 

7 

Xo Miscellaneous 

n.a. 

0^023 

N.a. 

0.038 

N.a. 

0.079 

:i* Developer 
Chemic al s 

100 

126 

100 

i5i 

100 

N.a. 


Note: 1) Integrated Production undertaken at Ooty Plant only. 

2) Jumbo conversion undertaken both at Ooty abd 
jUfettur Plants. 

3) Percentage Capacity Utilisation is in parenthesis. 

In the Ooty Plait, production facility was created 
during 1976 for the integrated manuf actui^e of photo 
sensitised products and had an instiled edacity cf 
6.15 million sq. metres of film and paper in a year. 
Subsequently, as a result of some improvenent and 
balancing facilties provided in the plant, the installed 
capacity of the Ooty Plant increased to 7.673 million sq. 
mts, as assessed by a Task Force set up for the purpose. 
This capacity of 7.673 million square metres has become 
the reference point for edacity utilisation level since 

1981 . 
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16, It was noted by COPU, in their 63rd Report presented 
to 7th Lok Sabha during 1982-33, that since 1976-77 the 
integrated production of the Ooty Piaht has been near full 
edacity in terms of the end-product* However, there has been 
suiplus Capacity in the finishing d^artment. This spare 
Capacity in the last stage of operation had been utilised to 
produce other items like Cine Colour Positive Film and 
Jpiateur Roll KLlm by importing semi-finished stock in the 
form of jumbo rolls and converting them to required sizes* 

That is how the actual production in Ooty Plant in some items 
was higher than the installed capacity* Inspite of this, the 
actual utilisation of conversion capacity has been to the 
extent of 75-80 per cent^^ of the available capacity. 

17* the other hand, conversion capacity^ which v/as created 

in the iinbattur Plant to the tune of 3 million sq. metres 
<2-fflillion sq. metres for medical Xr- ray film, 0.250 million 
sq. metres for industrial X-ray film, and 0.750 million sq. 
mts. for gr^hic arts & portrait film) has remained grossly 
under-utilised for 2 reasons. Firstly, this capacity for 
conversion of X-ray and graphic arts film was created in 
Oetober 1979 on the basis of demand projections which wait 


1 


1 + 3 ^ 

awvy in actual practice. The capacity utilisation in the 
^battur Plant for production of Industrial X-ray film and 
Grapiiic Arts Film picked up only gradually and slovly; 
whereas in respect of Medical X-ray film it recorded a 
downward trend since the demand for the product did not 
match the available production capability in tne Ooty and 
Ambattur Plants. It was found that there Has over- 
estimation of demand for medical X-.ray films which did 
not reach to a level of 5 million sq. metres, as anticipa^^ed* 
Tie conversion capacity at the isnbattur Plan*' was not put 
to use appreciably for this puipose, particularly in view 
of the f act that the conversion capacity for X-ray films 
at the Ooty Plant was ^so augmented by certain improvements 
Carried out in the meantime, and it was possible to meet 
the entire demand for this product from Ooty Plant itself. 
Secondly, under the Import Trade Control Policy for.J2^79, 
industrial X-ray and graphic arts films were broughbunder 
the O.G.l. list, thus enabling the importers to import 
these materials f redly. This policy was continued fluiing 
the next 2 years. Thus, by the time jsabattur Plant weit 
into production in 1979, a large quantity of finished 
materl* was imported directly into the country panticulaHy 




fran cheap ej? Japanese sources, taking advantage of the 
0#G.L. provisions. This acted as a major constraint in 
the utilisation of the conversion edacity at Anbattur 
Plant specially in view of the fact that all these 
products have a specified shelf-life. However, on 
r^resentation by the Company, these items were brought 
under restricted list daring 1982-83« 

18. P reduction of the Coop any was erratic not only 
quantitatively q.s revealed from the above statement, but 
also q[ualitativelyo The Company for a long time could not 
achieve the desired quality in production and there iiave 
been lot of complaints from the consumers, rde to lacunae 
in production efficiency, there were lot of rejections 
particularly at the base coating and conversion stages of 
production. It was pointed out by COPU in their 63 rd 
Report presented to 7th Lok Sabha in 198 3-83 that the 
quality of the products and the levels of rejections were 
to be viewed in relation to the technology and equipmerf; 
available with the HPF. Since the company has be^ woricing 
with most of the plant and the technology supplied in the 
60s, such a high rate of rejections is not suip rising. airing 
the process stabilisation, for a sophisticated technology, 
excessive rejections perhaps were an inevitable price 
• . to be paid. 


19 * Sren after the Management had. known about the high 
leyeCLs of rejections in the working of the plant through 
the years, it was only towards the close of 1971-72 that 
they initiated corrective action to effect improvonents 
when the cumulative loss of the plant was over Rs. 11 crores 
and the oitire equity of the Company was wiped off, A 
number of steps were taken then to stabilise the productitai 
and improve the operating performance which was largdLy 
instrumental in building as assured quality of its 
products and bringing about a reduction in the rejection 
levels. One such important step was to\,rards upgradation 
of machine and improvanent in process c^ability. AdditSanal 
in strum station and control facilities were provided in a 
farily extensive way. In the Base Casting 'Department, all 
the six base casting machines were modified by July 1973 
and the air flow pattern was changed to cast the indigenous 
Triacetate. The viscosity of the cola odi an (casting dope) 
was doubled to increase the casting speeds and reduce the 
solvent losses. A Solvent Recovery Plant was installed 
and solvent losses brought down from 1*6 kgs. to 1 kg. 
per kg. of base produced. In the Coating Department, 
instruments wei« instiled by the end of 1972-73 to ensure 


closer temperature aPd laumid.it y control. Stick falls 
and consequent rejections were reduced by introduction of 
roller chains instead of link chains, A new system to hav« 
closer control of coating trough was introduced by which 
the Variations in temperature were brought down to the 
minimum and coating qfuality improved. The stick feeding 
system in coating machines was also improved. The HPF 
incurred an expenditure of Rs. 4-5 lakhs on this account 
during the year 1973-73. As a result of these measures, the 
rejection levels came down, but even then these v/ere reported 
to be nowhere near the noirns contemplated in the BPH. 

20, Rirther, v/ith a view to attaining the maximum consumer 
satisfaction, the company 1 aunched a policy for effective 
after sales service to the consumers, and set up a Teciinical 
Service Centre in June 1982 at an investment of Es. 25 lakhs. 
This Centre is meant to_play a vital role in test marketing 
and evaluating new products and systons, developed by the 
B&D Centre of the Goapany, besides handling product conplaints 
and providing timely feedback to the manufacturing operations. 

21# As regards cost control, only the monthly statements cf 
costs were being prepared by the M^agement since the 



ccmpany went into coomercial production in Jiire 1967* 

From J anuary 1969, the system of marginal costing was 
adopited by which ccotrol of cost was exercised on the main 
elements of cost namely, material (which constituted 70% 
of the costs) and not on the total of production. However, 
on the basis of an expert opinion of a Mahagsuent Consultant, 
a standard costing system was introduced in j^ril 1973 so 
as tc compile the total cost of each product under the 
headings: labour, materials and overheads, at each stage 
of the process, .^alyse the cost and bring to the notice • 
of tile top ma^iagement variance analysis to enable them to 
take suitable corrective action in time. Some decrease in 

I' 

cost of production in the case of X-ray film was effected 
as a result, of reduction in silver coating wfiisht from | 

17 gm» to 15 @ 2 . Even this, as admitted by the Ministry 
of Industry, was not the best method of determining and 
regulating costs. In arch a situation, profits accruing 
to the Company Can be attributed largely to successive 

price revisions that have taken place exploiting the { 

' 

monopoly position in the maikcet in respect of its major 
products. The CCJ^U commuted in their 70th Report 
presented to 5th Lok Sabha in 1975-76 that the budgeted 

costs should have been worked oit so that the Managanent • 

■ ■ ■ ,, 
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might have a yardstick for assessing the reasonableness of 
costs ahd to exercise ccxitroL thereon. The absence of 
proper system of cost control had in a measure contributed 
to the losses incurred by the undertaking. 

Financial Status 

22. The information on selected financial aspects ( in Rs. 
lakhs) is given below: 


Item 

1982-83 

l98>Sif- 

19^^85 

1 

2 

3 

~~T: 

i) Investment 
(equity+loan) 

2B,80 

3,80 

29,90 

ii) Capital Employed 
(net fixed 
assets+working 
c ap i t al ) 

53,89 

58,if1 

73,70 

iii) Net Worth 

(Paid-tip coital + 
Free Reserves less 
accumulated losses 
TB.eficit) and DEB 
raaaining unamoiv- 
tised) 

l5,9i 

18, 51 

' 20,91 

iv) Net Sales 
(Sales less 
returns, Sell ing 
commission, 
discount and 
rebates etc) 

8 if, 23 

87,12 

101,18 

v) Gross profit 

9,12 

11,16 

13,10 


23 . The camp any has recorded over the three years ah 
overal3- improvement in its finahciap. atatus# However, there 
has heen a serious problon in regard to cash flow over the 
past many yeahs. This is primarily attributed to the fact 
that the s^es of the Company have, by and i arge, consistently 
lagged behind production in the last 10 years, outstanding 
dues to the Company were proportionately very high and 
faulty credit policy tended to push up the woiising capitesl 
needs. The liquidity position was indeed distressing and 
the company could not regu3.arly repay the loans and advances 
since July 1975. The cash flow problsn of the company was 
in no small measure aggravated in the wake of deteriorating 
inventory holding position of the company till the close 
of 1981-82, after which it took a tum for the better as a 
resul t of certain measures initiated by the Company. ^ 
Production and Materials Management Departments were 
reorganised so that planning, re- scheduling and purchase 
of materials were systematised. A system of perpetuai 
verification of stores was set in motion. ABC aAhalysis 
was introduced; catalogues for all the stock it an s were 
prepared; insurance items were segregated from moving 

and non-«ovihg items were being screaied continuoualy 


spares; 


¥fi 


to identify surplus items needing imoedi ate di^osal. As a 
cumulative result of these measures, purchase of defective 
materials was largely avoided, stocking of non-moving items 
was controlled, and surplus items were disposed off, 
releasing the laocked cash. There was a considerable 
improvonent in inventory management and yet all was not 
very well til3. 1984-85 and it needed more intensive 
management to lead to overall improvement in the operaticnal 
efficiency and profitability of the enterprise. 

24-. The inventory position of the Company over 7 years 
is given below in the following statement; 

Item 1978- 79 1979-80 1980-81 1981-S2 1982-83 1983-84- 1984-85 


1 2 3 4^ 5^ 6 ^ 7 8 


i. 

Overall 
Invaitory 
(Rs. in lakhs) 

23, s'* 

28,64- 

36,M.3 

44-, 50 

40,26 

4-2, 52 

4-2,97 

ii * 

Inventory 
to value 
of Production 
C^) 

53.7 

5iB 

55 

61.5 

49 

48 

1.1 |i- 

Tnr 

ii« 

Inventory 
in number of 

206 

224- 

210 

234- 

187 

186 

172 


days of 
production/ 
sales turnover 
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Pricing Policy 

25« At the time of commencanent of production in 1966-67* 
the soling prices of most of the HPF products were fixed 
at par with the selling prices of ccmparatle imported 
finished rolls in the market. The s ell ing prices in the 
initial stages had, therefore, no relation vdth the cost <f 
production and were based on competitive prices only. 

26. The Company* s cost structure and sel3 in g prices were 
studies by BICP once in 1974 and again in 1978. No major 
changes were considered necessary as a result of these 
studies. The BICP envisaged revision in the selling 
prices only with regaprd to increase/decrease in five majcr 
raw materials and the cost of jumbos. The increase in 
cost on account of the increase in other raw materials 
and in wages etc., were not provided for. The foimula 
enviaaged increases based cai the standard raw material 
requirement per unit of finished product ^d also the 
consequent increase/decrease in coital employed per unit 
of production only. Therefore, since 1978, the prices of 
Various products of the Company were revised only in the 
light of the BIC3P price variation formula ais and when there 
were increases in the price of the five major raw materials 
and the cost of jumbos. Though this was adhered to in 


general, yet in deciding the pricing pattern for the 
different products within the overall objective of earning 
a reasonable return on investment, the Company f ol3 owed a 
pricing policy based on the principle "what the traffic can 
bear"* Its pricing policy did not necessarily seek profit 
on every product. Sometimes, the price increase legitimat^y 
due on a product was transferred to another product by 
"Cross- subsidisation". On gji overall basis, the pricing policy 
of the company was considered rational* 

27* Tne Company had to resort to price increase on the 

selling prices of products m^ufactured by the Ccmpanj'’ dui*ing 

the years 1978-79 "to 1980-81* This was necessitated by 

escal ation in the cost of important raw materials including 

silver (wMch forms 22^ of the cost), increase in the rates 

of excise duties and other levies made in the Gentry Bidget 

in 1978, ^d in the case of Medical X-ray film and cine 

colour film (produced oy Jumbo Conversion) it was due to 

tr^e increase in the cost of jumbo rolls consequent on the 

silver prices shooting up all over the world. Inspite of the 

of 

price increase resulting from increase in cos t/p reduction, 
it was observed that during all the 3 years (1978-79 to 
1980-81) cine soulid film'^was sold below cost, and at- ray film 


as w^l as cine positive (B & W) film were sold below cost 
in the 2 years i.e. 1979-80 and 1980-81. m analysis of 
the profits on the Company’s own products during the year 
1980-81 revealed that heavy losses were incurred on cine 
positive and cine sound film but substantial profits were 
made on Medical -Xi-ray film (Rs. 81.65 lakhs) and Bromide 
Paper (lig. 9^*89 lakhs). The Management contended that as 
a result of deliberate policy there was gross subsidisation 
in that the black & white films were sold below cost and the 
loss was covered by profits on cine colour positive films 
and other converted products. 

Research and Development 

2B, There is a modest H & D Vh.ng in the HP?, whose 
activities, among others, include Productiorr Process 
Improvanent, New Product Development and Import Substitution 
“etc. 

29« In regard to production process improvement, the R & D 
\ih.ng has developed impioved emulsion, formulations in respect 
of medical X-ray film, Bromide Paper, Cine Positive (ELack & 
White) film, Cine Sound Negative film etc. Plant trials have 
been successfully completed. 
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30* In the field of new product development, the R & D 
Wing has developed emulsion foraiulations in respect of 
Medical Recording film, TV Reversal film, Huorogr^hic 
film, Gr^hic Arts (Ortho) film, photo type setting p^er 
(paiachro type), Oscillogrggphic direct print paper, medical 
X-ray film with Cyan image, etc* Work on development of 
other products anch as Colour Paper and Duplicating Film 
has been undertaken* FLeLd trials are also in progress in 
respect of new product viz*, Diazo Paper developed on non- 
silver system basis* 

31. Under Import .Substitution which has resulted in 
substantial saving of foreign exchange, the R & D Wing of 
HPF (i) has developed nev/ emulsion formulations for 
"Aerographic film and "Laser Beam Recording" film for 
fi^ace Applications, which are being evaluated by I SRO %)ace 
Application Centre Ahmedabad; (ii) has syntnesised, for ~ 
Captive consumption, specialised organic fine cheinic^ and 
(iii) has successfully developed emulsion formulations for 
gelatine which has complete3-y substituted the use of imported 
gelatine in the manufacture of current range of products* 
Trials for substitution of gelatine ^vLth synthetic binders 
are ^so in progress. 


32o By progressive import substitution efforts of the 
HE^F, the indigenous content in respect of the maj or products 
has risen tos (i) $ 7 % in Cine Positive film, (ii) in 
X-ray film, and Ciii) ?(>% in Bromide Paper (base paper is 
imported), l&th a viet-? to absorb and adapt the imported 
tecimology in the field to suit our requirements and also to 
strengthen and consolidate teclviological base in the f i eld, 
HPF is in the process of setting up a full-fledged B & D 
Centre at Ooty. The Centre apart from taking up the 
development of new products or improvement of existing 
p-roducts will also earnestly take up basic research in the 
field of photogr^) hie science. 

Unique Characteristics of the Industry 

33 . photo film industry is a high technology and capita 
intensive industry.— This sophisticated tecimology is the 
closs preserve of the few multi-nationals in the field and 
tnere is no cross-flow of tecimology between the different 
manufacturers* The Keynote of sucewss of an industry like 
this is that the unit must make huge investment on developing 
its own Captive H & D facilities which is considered 
inevitable* Again, the photo Film Industry needs precision 


plaJit aPd macliinery requiring constaJit adjustment aPd 
maintenance and high grade skills for its operation. Further 
this industry has to contend with a very high rate of 
technological ahsolescence which necessi-fcates capital 
additions to the plant and equipment on a continuous basis* 
The expenditure on replacement and renewals to the plant 
and macliinery is quite considerable year after year* iinother 
very unique characteristic of this industry involves a 
delicate process highly sensitive to pollution through 
trace contssninants in raw materials, air, water and other 
inputs# 

3^* In view of the highly sophisticated nature of the 
products, great care is called for in building quality into 
the products during manufacture apart froxT maintaining 
surgical cleanliness in the operating environment at all 
times# 

Strengths and weaknesses 

For effective functioning an organisation needs to 
Cash on its strengths and keep at bay its weaknesses. 
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35* Kie major areas of strength identified by the compaPy 
ares 

(1) The HPF set up its main plant at Ooty with the technical 
collaboration of a well known French fiita M/s Banchet & 
flompjspy* The imported technology has been absorbed and well 
adaspted in the indigenous industry vrith the help of in-house 
H & D facilities set up for the purpose. India is one of 
the countries in the world which has established integrated 
production of four items viz.. Cine film positive (BLack & 
White), Cine film sound negative, medical X-ray film and 
photographic paper. HPF ranks as one anong the six major 
manufacturers of photo- sensitised goods in the world. 

(ii) HPF has developed, over the years, a wide range of 
^ills in a new and sophisticated technology and has built 
itself a nucleus for a bed. thy and successful photographic 
industry. With a good jt»echnical base, unlimited c^tive 
domestic rnaiket, country wide marketing network of its own and 
effective services, the C!ompany possesses a-good potential to 
develop into a giant photogr^hic industry in the country. 

(iii) HPF has developed 32 smaH.-ancill ary units to meet a 
large portion of its requirements of certain fine chemicals 
and packing materials. Bequisite training is being provided 
by the enterprise to the ancillary units for carrying cut 
critical tests in the enterprise laboratory. In an effoi*t 
towards import substitution, pacifications, formulae and 
also samples are supplied to the ancillaries. This 
arrangement has ®3abled the enterprise to concentrate on the 
critical areas production, and has the distinct advantage 
accruing to the Ctompany by reduction of inventories and 
capital investment* 
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(It) BPjP has laid down a rational policy for human 
resource, der^opment within the organisation pertainhg to 
recruitment, development and succession etc,, for providing 
adequate right type of skilled manpower to an industry of 
this kind. This has meant a periodical organisational 
planning to obviate duplication of executive effort, 
continuous review of manpower needs of the organisation, 
and organising training and development programmes to 
develop an appropriate quality of managerial and c^erationsl 
skills among various levels a£ executive? and supervisors. 

Weaknesses 

36. The major wetnesses presently perceived by the HPF 
are indicated bdlows 

(i) Production of the HPF has been erratic not only 
quantitativ^y but also qualitatively. The Company has not 
beai able to achieve the desired quality of products and 
there have been lot of complaints from the consumers* Qae to 
lacunae in production efficiency, there is more consumptico 
of raw materials per unit of output, considerable rejections 
and scrap during production. Jll this has resulted in 
higher cost per unit and less acceptability of its products 
by the consumers. This has primaully been due to the fact 
that the CoGppy has been working with most of tSae plant and 
the technology procured in the sixties. A high degree of 
obsolescence which is very peculiar to an Industry like 
this, has not been a^iiiquat^y taken care of by the Ccu^any. 
During the process stabilisation, for a sophisticated 
technology, higher cost of production and excessive rejectioni 
sxe perhaps inevitable price one had to pay* 



(ii) In regard to production side, the company faces risk 
from the point of riew of dependable sources to ensure 
adequate and regular supply of certain raw materials required 
for the manufacture of different products, both existing 
gffid proposed ones. Two/materials namely, methjlene j^rav 
chloride and GTa which would be needed in large quantities 
for the manufacture of a new product like cine colour 
positive but the production facilities within the country 
are at present inadequate. Similarly, in regard to polyester 
base, which would be needed when the proposed modem coater 
for the manufacture of X.ray and Graphic Arts film is 
commissioned unless the indigenous sources of supply of 
photographic grade polyester base are developed simultaneouiSy 
BPF will face real problem in implementing its prograame. 

(ill) The marketing of various products manufactured by the 
Company very largely depends on customers* knowledge and 
training in the use of these products. There has been, by 
and large, inadequate availability of trained technicians 
at the customers* side to handle the company* s products with 
appropriate knovledge and application, vttth a view to 
Gaining the custaners as also to providing demonstration 
and information to them in the use of X-ray film and other 
products, HPF is contemplating to set up a Technical Sales 
Services laboratory. 3 ji reject of still materi^s also it 
is essential that certain such f acili ties are provided. In 
the Corporate Plan, HPF has proposed that a tecfanlcal 
organisation/ training school can be set up by the Company 
which cm tarn out profesaionally trained consumers to set 
up their own photo fUm processing- studios. 
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(iv) The factors of production like manpower and capitaa 
are not being put to optimum use. This is reflected in the 
productiTity of labour and cg^jital achieved in the company. 
The analysis of Company* s operation in this respect shows 
that the value added per rupee of manpower cost is &.3«46, 

Rs« 3*30 and Rs. 3.77 during the last 3 years viz., 1982-83 
to 1984-85 respectively. That is to say, the labour 
productivity has mere or less remained constant. As regards 
productivity of capital, it is measured by the efficient 
use of Capital available to the Cc®pany in the form of 
three ratios viz., (i) percentage of net turnover to working 
capital; (ii) percentage of net turnover to capital employed 
and (iii) |>ercentage of gross profit to net tumover. How 
efficiently the coital has been utilised by the Company is 
evidenced by the following statemait showing the abovesaid 
3 ratios: 


Batios 

1983-33 

1983-84 

,1984-35 

1 

2 

3 


i. ^ of Ket Tumover 
to working 

Coital 

178.36 

168.74 

156.21 

ii. ^ of Het 

Th mover to 

Capital 

BniCLoyed 

154-.96 

148o14 

136 . 2 ><- 

lii* jS of Cross 

Profit to 
; Het IStmover 

10.92 

12.90 

13.05 



(t) The Company has for last many years faced the problem 
of adequate cashflow* The serious liquidity position has 
been largely due to unsatisfactory inv^tory management on 
the part of the Managaaent* 



JiPPH^-DIX X 


NATIONiiL TEXTILE CORPORATION (TiHIL NALU 
& PONDICHERRY ) LIMITED 

Introduction 

1. The Nation^ Textile Goiporation (Tanil Nadu & 
Pondicherry)Ltd. is one of the 9 subsidiaries of National 
Textile Coi^oration Ltd, New Delhi. The NTC (TN<ScP) was 
incoip orated in the year 1974- to own and manage what were 
once closed sick mills having individual identities of their 
own# To start with, the subsidiary had 13 mills which were 
owned and mspiaged by it. It has also exercised administrative 
control, as a Regional Controller, over Sri Sarada Mills, 
Coimbatore owned by the holding ccxapany NTC, New Delhi. 
Recently, nationalised Swadeshi Cotton Mills, Pondicherry 
was attached to the Corporation, As a result , the 

Corporation now owns 14- mills and administers one mill on 

% 

behalf of the holding company. 

2« The Corporation is a multi-unit, multi-product, 
multi-location ©iteiprise# (H ass- wise, the Corporation owns 
and manages 6 composite mills snd 8 spinning mills# Sri 
Sarada Mills, administered by the Corporation, is a composite 
mill. Location- wise, 5 caaposite mills ^d 5 spinning mills 
are in Coimbatore District, in close proximity to corporate 

^3 



Head Office* Three spinning units are outside the 
Coimbatore District but in Tamil Nadu state, while two 
composite units nspiely, Sri Bharathi Mills and Swadeshi 
Cotton Mills are situated in Pondicherry Union Territory* 

Obj ectives 

3* The major objectives of the Corporation are to: 

i) revive its textile mills from its past sickness and to 
make the units s^f-d^endent and economically viable in 

^1 respects through the process of technological 
upgradation and labour rationalisation; 

ii) idantify and weed out uneconomic activities in a 
phased manner and make the units ’profit centres’; 

iii) pursue socially relevant schemes like employnent of 
scheduled castes and tribes, and handicapped persons; 

manufacture ahd distribution of less profitable hank yam 

% 

and controlled cloth, decasuaLisatlon of labour, 
encouragement of cooperative sector etc; and 

iv) make the NTG CDI<ScP) a model Corporation in the public 
sector. 

Activity Profile 

4-. NTC (TN<&P) have 8 pur^y spinning mills and 7 
composite units including one managed unit* Yam constitutes 
the major share in the production of the subsidiary. The 
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canpany produces and sells yam from count range of 20s 
to 120s* Spinning products range from coarser to superfine 
yam, froa cotton to bl aided yam, from ordinary to special 
yam like combed hosiery yam. The blended yams include 
polyester cotton, polyester viscose aPd also pure viscose 
stable fibre yam. The 8 spinning mills are offering their 
entire production of yam for sale in the open market. Besides, 
the 7 composite units axe also offering substantial 
quantity of yam for the market after retaining their 
requirenent for weaving, Again, weaving products range from 
coarser cloth to superfine voile, from cotton fabrics to 
Value added blended fabrics. The coup any which was producing 
only Grey Sheeting during the year 197^-75 bas, of late, 
gone in for the manufacture of sophisticated types of 
fabrics like 100^ polyester sarees and shir1;ings, polyester 
viscose suitings, fine and superfine cotton sarees and 
dhoti es, chiffon sarees, and 2x:2 Babia Voile etc. The range 
completes the requirements of a household from handkerciiief 
to Suitings. The procSuction pattern has changed in respcmse 
to changes in cunsumer preferences ^d market conditicais.Of 
late, there has been consumer preference for blended 
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Varieties of fai>rics as compared to fabrics made out of 
superfine counts of cotton yam, the reasons for shift in 
consumer preference being the meagre price difference between 
superfine cotton fabrics snd blended “and relatively longer 
life of synthetic fabrics. Moreover, there has been a very 
good demand for synthetic yarnin the overseas market provided 
these are of superior quality, nawely spliced yam. The 
production shift in favour of blended fabrics was made 
possible by the liberal policy of the Government for the 
production of polyester fibre in the country which enabled 
the textile mills under the Company to get pjolyester fibre 
at competitive rates. Sri Bharathi Mills, Pondicherry is the 
only unit of the MTC (TNcSp) Ltd having a Process House with 
a capacity to process 35jOOO metres of cotton fabrics and 
3,000 metres of synthetic fabrics per day® 


5# With a view to upgrading technology in use, the 
Company has embarked since nationalisation in 1974 a 
prograome for renovation of textile machinery in its mills, 
with the machineries of a decade or two used in other 
cointries. Due to the protectionist economic policy of the 
Government, the import of machineries or even manufacture of 
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very latest machineries in collaboration with big giants 

of the world is not permitted. Since there is a yawning 

gap between the technology- in-use and the state- cf- the- art 

technology in the field, the Clomp any is pursuing the 

programme in a phased manner. The process is indeed time 

and resource consuming, and it is being financed by the 

Holding Company at New Delhi and through raising soft loans 

from the Industrial Development Bank of India and the 

Industrial Finance Coiporation of India* The programme 

entails replacemoit of old ring frames, and that of plain 

looms by automatic locatis, and the addition of ^eed frames, 

spindles and open end spinning machines. The benefits of 

this renovation/ exp an Sion progrssnme are reflected in; 

i) product upgradation; from course cotton yarn to 
superfine cotton and blended yam, from course cloth to 
blended design suitings; 

it) product diversification; from ordinary to hosiery 
combed yam, from household to industrial fabrics like shoe 
uppers, filters etc; 

iii) recyclying of cotton waste produced in the unit mtllj^ 
which was hitherto being sold at throw-away prices and turn 
waste into wealth; 

iv) increased kindle productivity (converted to 40s) frcxa 
5^.7 gms* per kindle in 197M-75 gradually to 76.5 gma/ 
spincae in 193^85? sntl ^ 



k-58 


r) improvements in quality and range resulting in 
increased sales realisation. 

Selection Justification for In-dqpth Study 

6. NIC iWScP) scored a ccmposite rank of 23 among 146 
production enteiprises, and has been in existence for 10 
years. The undertaking qualified itself as a high perfoitning 
enteiprise in all the 7 indices chosen for the purpose of 
ranking enteiprises. It also merited selection since it had 
first position among the 13 enterprises inthe Textiles 
Group . 

Production Performance 

7« The data on productive capacity and its utilisation 

% 

are as under: 


Item 

Productive C^acity(Nos.) | 

[ edacity Utilisation(^) 


198'2-S3 

1983-84- 1984-85 S 

[1982-83 

1983-84- 1984-85 

1 


3 i^: ^ 


— 

7 

indies 

k;k8i680 


71*8 

77.3 

88.4- 

Looms 

2,036 

l.sw 1,292 

68*5 

70.9 

72.5 


Source; Bureau of public Baterp rises 
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8» The production targets ahd their achievem^ts are set 
out belows 


Product 1 
1 

Unit of 1 

Quantity 

nZm2.SA^J _t983-84- 1 

1984-85 

I 'target! Actual i Target' 

j Actual j 

Target f Actual 

1 

^ -„.,l 

^ 1 

hT-tT-f-T— 1 

pH 

Liztziizzr 


Lakh B.A. 117.33 155.68 160.33 156.74- 195*77 

kgs. 

Lakh N.a. 224-.31 284-. 33 256.34- 293.68 275*29 

Metres 

Source: Bureau of Public Ehterprises 
Financial Status 

9 . The financial information an selected important aspects 
is given below: 

(fe. iskhs) 

Its ^ 198"^8’3 19«3“84^ 1984-85 “ 


i. 

InvesemiKit 

(Sjuity+Loan) 

4-5,26 

49,35 

561 13 

ii. 

Capital Snplo- 
yed 

53,66 

61,67 

65,0? 

iii. 

Net Worth 

20,58 

18,81 


iv. 

Net Siles 

71,93 

83,08 

1,05,63 

V* 

Gross profit 

531 

98 

82 


imiT) 


Source: public Biterp rises Survey \&3nual 


Market 

lam 

Cloth 
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10# The Ckanpahy has established in-house ccxuputer 
facility. NTC (IN&P) is the first among the subsidiaries 
of NIC to introduce computerised accounting in Finance and 
Inventory Accounting since April 1977. In addition, some 
more applications such as sales analysis and accounts 
receivable have been introduced from J^ril 1981. The 
computerisation has greatly helped the company to streamline 
the Management Information Syston with tts attendant 
benefit#. 

11. Cost Accounting is extensively used in the mills under 
the charge of NTC (TN<&P). Cost accounting is organised 
both on margin^ cost/ absorption cost. Marginal costing 
technique is used to select optimum product mix. The 
analysis has helped the comply to go in fqr more of value 
packed/ value added products. 

Manpower Information 

12. The number of persons employed in different categories 
during 1983-84- are as unders 

Managerial 97 

Srpervisory 366 

Woiicers and other 1^33 

employees ^ 


i 


Total i4-,696 


Pricing Policy 


13* The textile industry is operating in a buyers* maifeet*: 
The prices of the products of the company are determined, by 
demaPd dominated forces. The individual mills under the 
company have no say ih the price fixation. Yam prices 
fluctuate daily. Therefore, prices of yam produced by the 
mills by the company are fixed every week by a Yam Pricing 
Committee meeting every Wednesday taking into consideration 
the going prices of the competitors. As the prices of cloth 
do not fluctuate on day^ to-day basis these are fixed c«ce in 
a quarter by the said Committee taking into consideratioi the 
market trend* However, the prices of Govemm^t supplies 
are fixed on cost plus basis since 1984-85, 

Strengths and Weaknesses 

Strengths 

l4. In the Textiles Group of enteip rises, HTG (TN<SP) is 
one of the two high performing companies. The main areas of 
strength identified by NTC (TNAP) are: 

i) Ten out the l5 mills of NTC (TKdp) are clustered around 
Coimbatore ‘the Manchester of South India*. These units have 
easy access to trained manpower. 
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ii) NTC (TN&P) has a captive market for major portion cf 
its cloth production# Because of Government policy, the 
company is supplying unifoim materials to Government 
Departments, public sector undertakings and Defence 
Dqjartment aa *cost plus* basis since 1984-85 • 

iii) Participative style of managanoiit in the company has 
facilitate to a great extent the impl emantation of 
technological modernisation programme in the mills without 
problems and helped in improving personnel productivity* 

Sales targets in the mills are laid down in consultation 
with the grassroot level personnel and motivating them to 
achieve the targets. As a measure of improved performance 
through participation, the company has introduced workers' 
participation in management in its 8 mills. 

iv) Most of the units under the ccxnpany have fair! y 
satisfactory work culture with major attributes like NTC 
family^ customer satisfaction, quality excellence. The 
spirit of oneness end awaraiess of belonging* to the 
organisation improves the performance of the mills, and 
reduces the dowi time due to misunderstandings. Most of 
the mills have quality contrd departments or procedures 
which lead to production of quality fabrics and thus ensure 
customer satisfaction and attractive prices for the 
products* 

v) NTC (TN&P) has a good system of Management Inf oiaatlon 
System for planning and control. The company has in-house 
computer facility which aids in the generation of MIS reports, 
thraigh which early and efficieit decision making is possible# 



Weaknesses 


l5* Ine wesOinesses presently visualised by NTC (HJ53P) are 
indicated bcdows 

i) jfiLl the 14- units under NTC (TNdjp) were once sick mills* 
Most of them are having very outdated and dilapidated 
machineries. Work practices lacked standardisation. Though 
beginning has been made to revamp the production apparatus 
through modernisation, rationalisation, much remains to be 
done. 

ii) The Company does not have sufficient flexibility to 
adopt product mix of desired pattern d^ ending on the 
market conditions* Due to Government directive, the NTC 
mills are required to produce cheep items like *sulabh* 
fabrics, J^ta cloth for the masses. The low value items may 
not xiltimately cover cost of production, which affects the 
viability of tdae units. 

iii) The Company is not able to enter in a big way the high 
income bracket segment of the market for high value 
synthetic fabrics in competition with established mills on 
variety and quality consideraticm.. The equipments required 
to reach the quality/ sophistication of the established 
private sector mills are capital-intensive which are not 
within the meins of the ccnpany* 

It) The impression that the NTC mills were once sick mills 
still lingers in the minds of the customers. This has a 
great effect on its sales efforts in the market. 


t) Cotton is the major raw material for the products of 
the compaPy which foims 58 per cent of the cost of production 
Under Government directives, the compaPy is forced to huy its 
cotton requirements only from the Cottcai Corporation of India 
or from other state co-operatives. Qualitjt-wise and 
price-wise, most of the purchases are not ccmparahle to the 
open maifeet purchases. 

vi) Tamil Nadu is a power deficit state. As 12 of the 
CoQ|apy*s units are in Taanil Nadu, very often these, have to 
face power cuts which results in low utilisation of capacity 
with its attendant evils. 

vii) ‘Staff and Skills* is relatively a weak area of the 
Company* There are formal manpower plaPs, though 
manpower requirements are assessed periodically. It has no 
Career plan* Job rotation is being done to a limited extent, 
locatives schemes are not yet fully estatO-ished. The only 
incentive provided by the company for improving personnel 
productivity and performance is promotion. ' Non-monetary 
incentives have their own limitations. This incaative is 
quite inadequate since the time laig between effort and 
reward is more. 

yffi ) There is a multiplicity of trade unions in the mills. 
The attitude of the Unions is not entirely Influenced by the 
working environment within the organisation but also by 
wocial, culture and political factors extraneous to the 
organisation. Mapy a time, even small and trivial matters 
are exaggerated aPd become a subject of controversy between 
the trade unions. This affects the day-to-day working 
apd performance In the organisation# 
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ix) The spah of operation of NIC (TN&iP) extends to units 
in 2 different states having different ciiltures. In 
Pondicherry being a French settlement earlier, the noimal 
culture of wojdcers is that of eat, drink and be merry. This 
culture is affecting the working of the 2 mills in tl^ 

Union Territory resulting in extraordinary absentejfeism from 
worii. In TaPiil Nadu state also where 12 of itw mills a^^e 
located, a considerable section of workforce is addicted to 
drinking, and is very irregular in attendance. Since most of 
them are from nearby villages, ^y social function in one’s 
family or t'w the village will keep them away from work. 
During festivals, marriage occasions and agricultural season, 
absenteeism would be particularly high. 



Appeiijix }a 


INDIA!'] IRON A 1 ]D STEEL CaiPArri LlillTED 
Introduction 


Indian Iron & stool Company Ltd. , (HSGO) vas 
incoi'poratod as a Public Limited Gomy;Qiiy in tho year 1913 
and started proc-ucing pig iron at Hirapur \;orI:s, In 19 36, 
II 3 GC took over Bengal Ix'cn Company (established in 1875 at 


Kulti) , and initially prouucod steel in 19 ^. During 1953 ? 


IISCG and Steel Corporation of Bengal (3G CO) 


were merged w'ith 


e capital of Hs, 7 .S 8 croro 
iVo major erpansion scheme 
and 1955 involving cn outl 
in 1961, The capacity of 


s ariu fixed assets of -is. 10. id croro s 
s wiiich v/ero undortakon in 1953 
ay of Eg. 60 croro s, iiore comjilGtod 

f 

X'.e integrated Stool h'orks of 


II 3 CC at Burnpur was expanuod to 1 millicn tonne ingot 
steel (0.8 million tonne saleable stoe].) by 1960 , and it 
achieved the rated/near rated capacity consecutively for 
3 years from 1962-63 to 1964 - 65 . In 1964 -, tiie company 


o;..b.',rkod upon another oiq^ansion involving f.s.lOO crores. 
f.xcopt for Es ,7 crores raised as fresh capital, the balance 
\;as financed out of Company* s own resoux'cos ana borrov/ings. 


Tho ClJa snalla Golliex'y Wos also expanued v/ith the outlay of 
Its. 36 crores* Since sufficient funds could not bo gonei-ated 
due to decline in production and incx’oaso in cost of production 
vjl'iich Was not con^en sated by proportionate increase in selling 
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prices, the Company resorted to bank over drafts. Besides, 
maintenoMce and replaceraont of oquip'nent v/ere also norlectod 
I’or want of funds, i'i'ora 1966 onwards tlie porfomiance of the 
Steel Plant started deteriorating and in 1972 there v;as a 
virtual collapse of production, I'ho carjocit;/ utilisation of 
o]:o Flaiit in June 1972 was as low as 3 D/j of the inyot steel 
anu l 3 h of saleable steel, I’ho Government of Incda inter- 
vened a a uhis stage anu tool: over the management of the 


ComTiany on July 14, 1972. fho ownership of the Company o 
trail si'oiTod to the Qovern:,;ont of Inuia on July 17, 1976. 
iTcn 1st May 1973 it was brou.iit unuc-r tiie uiab_-ella of the 
Stool Auti.oritj' of India Limited w-':or. all the shares v;e re 

'U *'0 i sec. . A o ii— *-'00*10, iris *-**<0 1i*4-‘^0j* 

r:-ou"ction units at bunr ur and ^X'-ti, (b) cap rive coal 
mines aw ■^i;aGnalla, G'itpur an^. Icainnapar, (c)’ Capaivo iron 
ore mines a*o Chiria and hanoharryur, (d) a coal washory 
at Cl’osnalla, and (e) a subsidiary: II3CC Ujjain Pipe and 
_’Oun\.»ai*M wc . , Ltu, 


a e 


file long term objectives are to: 

i) maliG tixj operations of the company financially 
Triable tlu'ough modernisation and up gradation of 
tochjoologyj 
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ii) au£':ment and. diversify pi-oduction at turnpur 

Steel Viorks for annual salea'oj.e steel pi-ouuction 
of 1*6 million tonnes 6;/ tlio turn of tkis cental"/; 

iii) introduce ductile iron pipe making; at kulti and 
Ujjain ana. gradually expand facil.itios at irilti 
to uso it as a Central Spare Parts llanuiac taring 
Si-op for SAIL plants; 

iv) develop tlio Ciiasnalla underground ueoj.'. i.iine and 
the ditpur Colliery ccrnprehonsivoly so as to meet 
ri-G i.iu^or requirement of prime coking coal for tlie 
Steel Plant; 

v) o-:::j1o1o ti.e vast aeposits of Ikpn prauo ore at Ckiria 
not only to moot requireoionus of kurnpur but also 
to Cater to the future enhanced requirements of 
other SAIL plants and 

Vi) provide iiousing, medical and educational facilities 
to the oiriloyees ana uhoir dependents comparable to 
other Steel Plants. 

3, 'fi-o current objectives are to reduce and ultimately 

oliuinato "cash losses’* by (i) improved production in all ;■ 
units; (ii) rwiuced cost of production by adheri-n^- to 
toe Jmo- economic norms; and (iii) increased sales revenue throug! 
higher sale of siadl and scrap and secondary products etc. 
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Production perfoimance 

4-. The capacity, production and percentage capacity 

utilisation are given below; 


(000 tonne 


Haaio of 
the Unit 

Kajor 

product 

Hated 
canacit;/ 
(1984- 85J) 

Production and capacity 
utilisation 

1982-83 19 33-84- 1984-89 

1 ^ 

2 

3 

■4" 



Burnpur 

Steol 

1000 

624- 

54-3 

4^f4- 


ingots 


(62) 

(54-) 

(4-4-) 


GO,uIL G 

800 

^jbo 

4^bi- 

. 


steel 


(63) 

( 5'6) 

(4-3) 

21lO 

percentage 

capacity’' 

utilisation is in pa 

r on tiio si s 


1 ), aiiu actual i-.-rcduction aro cot out below: 

( ti:ou sa nd toi n e s) 


Kain 1982-83 '1283-^^- } 198^-85 


prouucts 

Targets 

Actual 

si Target 


2. 3 2 tb • 

Act. 


.J 

2 

3 

h 

9 

6 


i) 

J'^ooZ. ingots 

?80 

624 

6?0 

i;.2-3 

560 

till}. 

ii) 


600 

560 

520 

MP:- 

4-10 

380 

iii) 

0- st iron -oit)© 

r:* 

1l6 

122 

124- 

101 

116 

57 

iv) 

Steel Castings 
and other 
castings 

4-3 

4-2 

46 

38 

4-2 
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Selection Justification for In-aopth study 

6, Tlio Gomx>any lias 1)0011 chosen as a lovi porforniing enter- 

prise, since its perforincnce in 6 out of 7 indices had been 
very lov/, 

i,=lnanctal Saatis 

7* dho financial inforuation. on she selected asriocts 

is liven bolov: 




1982-C^ 


19344785 

1 


2 

3 

h 

i) 

Invest, .or.t ( Iquity 
■r Loan) 

IO 2 A 1 

1200 3 

12396 

ii) 

1 f ^ ^ ^ ^ 1 i „ i o ' “Ou 

(i.ot Fi;:o-u Assets 

90 I 2 

10^7 

7070 


-i- '..crliiiig Capital) 




iii) 

diot '.'orth 

-13740 

-15007 

-23101 

•Hi 

het Sales 

31^^ 1 

319 ^^ 

3i407 

v) 

urv.*sc profit 

-2265 

733 

-4-580 


ohs f-'d ’.Joalaiossos 
3, : Strengths 

i) The mills are capable of producing a large number 
of sections and, in a few of those^IISCO is the only 
manufacturor/principal sw.ppli<^'. Customers liave 
also preference for IISGO galvanised sheets fa-r. 



ii) The coapcny has facilities for rolling; smaller 
cani 2 )airn sises of Steel to suit the tailor raade 
customer roquireiiionts. 

iii) It has captive sources of supx^ly for casting and 
spares, iron ore requirements, coking coal and 
boiler coal, to meet its own roquiromonts. 

iv) The Company has its o\;n locational advantages 

because of lover transrDortation cost on purchased 
coal ana on oim coal. It is also connected to 
t\/o moior railv;ays- 2a stein Railv/ays and South lia stern 
kailvays and besides, it is at the heart of DVC grid. 

’doaluiossos 

i) ihe tocijjology is ob ooSe^ ana old, vio energy 
requiroLiontsaro extremely high ana yields are 
oxtromoly lov/, « 

ii) Inadequate investnents over tiio ;/ears in additions/ 
moaifications/replacements l:ave led to extreme 
uilapidated plant conditions. As a rosult, integrated 
plant operations iiave become very difficult, horo- 
over, plant layoud is very congested leaving no 
rocxti for manoeuvering, 

iii) There is a lack of availability of adequate dumpers, 

dozers, rolling stocks, mobile ci'anes, locos, service;^- 
repair shop facility, stand by equipments and yard 
facilities- v 
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iv) Union-management relations are also not very 
healtiiy. It has a large number of unions and 
as a result, it oahes a long time to solve problems, 
v) The combined effect of the teclmical and personnel 
obsolescence are high labour, usage and average 
costs; and heavj' interest burden. 
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STEEL AUTHOBITI OF INDIA LI14ITED 
Introduction 

1 , The first public sector steel cow^anj, Hindustan 

Steel Ltd (HSL), vas set up in 19 ^ for constructing and 
managing one million tonne steel plant at Rourkela, The 
ste^ plants at Bhilai and Durgapur . were taken over by 
HSi in April 1957. The steel plant at Bokaro, set up as 
a separate conpany in January 196 ^+, continued its separate 
entiiy until 1973* Steel Authorii^ of India (SAIL) was 
set up I in January 1973> as a holding conpany with 
Hindustan Steel Ltdj and Bokaro Steel Ltd., as its two 
maior subsidiaries. With tlie coming into force of the 
Public Sector Iron and Steel Gonpany (Eeconstructing) and 
Miscellaneous Provisions Act of 1978 1 SAIL' became an 
integrated conpany 're^onsible for the control of integrated 
steC. plants at Bourkela, BhUcu: , Durgapur and Bokaro as 
w^l as Alloy Steel plant at IXirgapux and Salem Steel Plant 
at Salem. Besides, SAIL has tlaree subsidiaries - (i) the 
Indian Iron and stedl Gonpany (IISGCJ) , having its integrated 
steel plant at Buri^ur, (il) IISCO Uj lain Pipe and Foundary 
Ckaig?any Ltd. at BJjain and (iii) Maharashtra ELectroanelt 
Limited, having its plant at Chanderpur. 
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Ctojectlves 

2* The main objectives of SAIl are the following 

i) to make the country self- sufficient in differnt 
varieties (io shape, size, quality, and ^eci- 
fications) of prime stee£« 

ii) to achieve rapid eapansion and optimisation of 

its productive capacity for caterihg to increasing 
needs of the country; 

iii) to advise the government on framing pragmatic 

policies for sustenance and growth of the steSB^ 
industry as well as the inputs and utilities 
required thei^for, 

selection Justification for In-depth Study/ 

3. S«L, a oonpany^idth a nasslve investaent of Rs.6ln5.76 

orores, has been a loss making ooi^any. The poor performance 
cannot, however, he attributed to the inefficiency of SAIL 
as a whole, but mainly on account of some of its big loss 
making units like Dorgapux Steel Plant, IISQO and IISCO 
Bjjain Pipe and Boundary Ltd. Eficen-ta-y there is a move 
by the ooa^iany to tom around with a very w^ laid out 
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coiJporate plan for in^roving vorlcing of the company. The 
con^uter analysis revealed that performance of the company 
had been poor in almost 6 out of the seven indices as 
con^jarod to other public sector units. In one index, viz, 
net profit to net-worth, however, the performance was 
somewhat relatively better. On the basis of congposite 

ranking^ the position of SAIL is ^th in its industry group 

#• 

and 106 among production enterprises. In consultation 

with BPE,it was decided to include the undertaking among 

Of 

the low performing ones. From the point of view^net 
sales and gross block^ SAIL occt^ed first or second 
position among public sector enterprise.^;, over the 1981-82 
to 1983“^^'. 


\ 



production perfonnance 

If* The capacity, production and percentage capacity 

utilisation (parenthesis) are given belowj 


Main Product/ 


B. saleable Ste 
i« Bliilai i*' 

ii. Boharo 1* 

iii, Durgapur 1. 

iv« BourkC-a 1. 


>n Tonnei 


1.965 

1.971 

1.2^ 

1.225 

o.aoo 


/‘M 

(94) 


V. Burnpur O.aoo 

(Total) SAIL 7.200 
(Integrated Steel Plants) 
C. Alloy and SpeQial.. 


1.529 

(78) 

0.813 
( 66 ) 

0.992 

( 81 ) 

0 . 500 
£63) 
5>72 

(79) 


i) 

Bhilai 


2.130 

(8^ 

1.837 

(73) 

ii)E 

lokaro 


1.829 

(73) 

1.681 

(67) 

A Pn6 

iii) 

Durgapur 

1.0UU 

(60) 

(5b) 

i'v) 

Bourkela 

1.800 

i.ni^f 

(6if) 

1.088 

(60) 

V) 

Burnpur 

1.000 

0.6^ 

(62) 

0.5^3 

(5^) 


(Total) SAIL 9*^0 

(Integrated Steel Plants) 

6.670 

(7& 

5.955 

(63 


1.57^ 

(80) 

1.288 

(65) 

0.602 

(^) 

0.862 

(70) 

0 ) 1 1 11 .1 1 - 
# I i 

( 58) 

if. 770 
( 66 ) 


i. sae (sALQO 32 

-Stainless Steel 

ii. A 8 B (mrgapur) #0 

« .Saleable Ste^ 


Q.S (Thousand tonnes) 

6.8 6.9 

(21) (22) 










i. Bbilai 

2525 

213D 

235^ 

1837 24-35 

1998 

ii. Bokaro 

225b 

1829 

2000 

1681 1910 

192! 

ill, Durgapur 

1200 

952 

1100 

ao6 900 

760 

iv* Bourkela 

153) 

IIM+ 

1^0 

1088 1265 

1119 

V, Burnpur 

7Z0 

624- 

670 

543 

ijJuJLi- 

(Total) SAIL 

82^ P 

6679 

7520 

^55 7Clo 

6246 

(Integrated Steel Plants) 




B- Sal eat 

>le Steel 





i, Bhilai 

1990 

1838 

184-7 

1574-1910 

1810 

ii, Bokaro 

1758 

1529 

i497 

1288 l4-5b 

l459 

iii. lAirgapur 

965 

813 

833 

602 680 

621 

iv, Bourkela 

11«7 

992 

1020 

862 900 

1013 

V. BurnpxiT 

600 

5bo 

520 

44)+^ 4/c- 

380 

(Total) SAIL 

^0 

5672 

5717 

4770 53?e 

5283 

(Integrated Steel Plants) 




C, Alloy 

and Special Steels 



i. ASP 

72 

4^,8 

5b 

43.7 55.8 

58,8 

( Durgapiir) 
“Saleable 






Steel 






ii, S* S,P • 

11 

6,8 

10 

6,916,80 

17.1 

(SALBI) 






-Stainless Steel 
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Financial Status 

6* Ihe information on selected financial aspects is 
given below: 

(Bs* 


Itm. ... 

1982-8^ 

198'V84 

l9^f-.8‘5’ 




h ' 

i. Investment 
( Equity-fLoan) 

418783 

443695 

472103 

ii. Capital ejiployed 
(net fixed assets 
+work±ng capital) 

3D7298 

2800 58 

3 N 9077 

iii. Net worth 


316012 


iv. Net sales 

3D 53^0 

31‘^771 

380229 

V, Gross profit/ 
loss (-) 

8329 

C-)75b6 

13532 


Strengths and Weakness 
Strengths 

i) Large capacity base to conmiand a major market 
share, 

ii) V/ide product range, 

iii) Facilities for production of sophisticated 
products, 

i'S') Availability of captive sources for major raw 
materials* 

v) Froxiraity of raw material sources* 

Tt) Availability of infrastructural support like 

power I railway facllitiesj ancillary industries* 
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TTii) Large reservlor of qualified and experienced manpower 

viii) ATailaLHity of infra- structure for in-house training 
and development of personnel, 

ix) Responsive Trade Unions and established machinery 
for collective bargaining, 

x) Large technology base for absorption of new 
technology. 

xi) Availability of in-house R & D expertise and 
facilities, 

xii) Availability of data base, 

xiii) Codified rules, policies and procedures, 

xiv) Large distribution network for marketing. 

Weaknesses 

i) Lack of complete autonomy in decision-raa icing on 
vital issues*' 

ii) Inadequate updating of tecijnology.' ' 

iii) Ageing e<^ipments, 

iv) Inadequate internal resources for overcoming 
technological obsolescence. 

v) Deterioration in the quality of raw materials, 

vi) Inadequate blending facilities for raw materials, 

vii) Multiplicity of Unions leading to inter or intJTiSi- 
union rivalries* 

viii) Excess maiming and low utilisation of manpower* 
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ix) Ineffective communication and motivation# 

30 Inadequacies in succession and career planning 
systems for managers# 

xi) Inadequacy in budgeting and cost control systems* 

xii) Time and cost overruns in impl renting projects, 

xiii) Insufficient attention in the past to Co3?porate 
planning and strategic policy formulation. 



APPe^DIX - XLII 


KUDEa-IUiOi lECN OlE CCMPAIsIY LID . 

Introduction 

Kudremukh Iron Ore Company Ltd, (KIOC) was established 
in <^ril, 1976, Ihe project derives its name from the shape 
of the highest peak in Aroli-Gangmula range of the Western 
Ghats whose meaning in the local language is *Horse*s Face*, 
Ihe deposit is located on the Western Ghats approximately 
110 km from Man: galore and 368 km from Bangalore, Ihe area 
enjoys a tropical climate with temperature ranging from 
38®C in summer to C in winter. Being in the Western 
Giiats, it is subject to very heavy monsoon in the range 
of 8000 mm concentrated in h months from June to September. 

Ihe maximum rainfall recorded in a day is ^30 mm. VJind 
velocity can go up to 100 km per hour, 

Ihe deposit was discovered in 1913 by the late 
Dr, Sarapath Iyengar, the Mysore state Geologist but no 
importance was attached to the discovery as the technology 
was not yet developed to beneficiate the low grade magnetite 
ore to rich concentrate, the preferred material being richer 
hematite ore in a lumpy form. Bawever after the secorKi world 
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war, the utilisation of low grade iron ore of magnetite 
nature was also being considered particularly in USA, 
because of scarcity of high grade hematite ores. In 
1956, MDC had preliminary investigations for determining 
the feasibility of utilising Kudremukh ore by beneficiation 
through grinding and magnetic separation. At this stage 
a group of Japanese firms - MitshubislxL, Okaro, aM Nissho 
Iwai (HOi'i Group) showed keen interest in the deposit. They 
along with an US based firm MAaClOi'iA participated in a 
derailed programme of field investigations and pilot plant 
study as a part of a pre-investment study. These studies 
were taken up in 1968 and a report vas submitted to the 
Government in 197 1. The project envisaged pumping of the 
slurry to Mangalore and its transport by s[i-)ecially equipped 
siiips. The government approved the inveshnent decision in 
principle in June 1972. However, in March 1973, the 
Japanese partners lost their interest in ^he supply of Iron 
ore, because of promulgation of some local anti-pollution 
laws in Japan and the project was shelved. Interest in 
the pi'oject was revived in 197^, at the pre-Indo- Iranian 
Joint Gomiaission discussions in the tliird session held 
in January, 197^. A memorandum of understanding was 
signed between the two governments on 2nd May, 197^ for 
supply of quality pellet feed for a plant to be set up 
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in Iran. Subsequent discussions and negotiations led to 
the conclusion of two agreements (i) financial agreement 
and (ii) sale and purcliase agreement on 4th November, 1975 
between the Iranian authorities and SAIL, under v;hich 
US jS 630 million credit was extended for implementation of 
the pro;3®^'t« ^Ue sale and purchase agreement provided for 
production of I5b million tonnes of concentrate, beginning 
from the end of August 1933, with 3 million tonnes shipments 
in the first year, 5 million tonnes in the second year and 
7*5 million tonnes per year, thereafter. The conclusions 
of the two agreements and payment of advance of US ^100 
million on 23.2, 1976 triggered the count down for the 
comi'ais stoning of the project witliin years wliich got 
fixed on 23rd August, 1933, 

Objectives 

■ 

3, The main objectives of the company was mining low 
grade magnetite from Kudremukh deposits of Karnataka and 
to beneficiate it to concentrate in slurry jform for export 
to Iran during the first 20 years. The concentrated ore 
was al^ to be pumped to the Man^ore port for export to 
Iran. Hb\/ever, due to political developments in the Country,' 
Iran could not fulfil their commitment. Though the project rr 
its deadline for completion, Kiidranukh Iron Ore Con^any (KEOG 
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has unfortunately not been able to operate at full capacity 
due to reasons beyond its control. The product (pellet feed) 
was taUor-raade to suit the steel plant in Iran, With the 
change in conditions in that country, it is unlikely that 
Iran will ever meet the original contractual commitoent 
of lifting 7.5 million tonnes of concentrate per year. 

Though conmercial production started on 1. 10. 19 81 » 
position of sales and operating results has been dismal due 
to low capacity utilisation (11^ in 1981-82, l6^ in 1982-83 
and 1983-8^ and 2l.5^» 19 ^k. 85) iCtOC has set up a 3 million 

TPA pellet Plant at Mangalore for the production of iron 
ore pellets by using iron ore concentrate, Tlie company 
is also making efforts to sell pellets to countries like 
Saudi Arabia, Egypt and Libya, The company lias 

also now identified alternative iron ore concentrate markets 
in Roumania , CZecho sLovokia , France, Holland, Bahrain and 
Japan. 


if. Based on constraints and the assesssiient of future 
trends, tlie objectives for the plan period have been set 
down as under: - 

i) to airvive as an economic Cntity by making all efforts 

to reduce cash deficsfcs, reach break-even and then generate 
enterprise; ■ ■ ; , . 
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ii) to establish the company in international market as 
aaippliers of quality iron ore concentrate and pellets, and 
to progressiTely increase share of these commodities in 
the world market. 

ill) to promote R & D with a view to reduce cost of production 

as well as to find economically attractive avenues of util is a ti or 

fxMeJz ji ' A 

of concentrate/pleets within the country to reduce aependence 

on export market; 

iv) to make endeavour to meet full customer satisfaction 
by making the product more competitive in terms of quality 
arvi price as well as by ensuring timely deliveries; 

v) to promote and maintain good business relations with 
suppliers to procure goods at most competitive prices and 
to ensure timely receipt of goods and services; 

Vi) to work as a model employer re spon sive ' to the needs 
and a mirations of its ec5)loyees; and to encourage the 
development of 4iincilliary industries around the project to 
bring about overall economic developmsit of tne suri*ounding 
areas. 

Selection Justification for In-depth Study 

% KIOC has been selected as one of the low performing 

enteiprlses because of poor perfoimance in almost all the seven 
indie© chosen for selecting enteiprises for this study 
This undertaking ranked l^th among 146 production enterprises 
and I2tli out of the 13 from tl^ industry group* 
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Production performance 

6* The data on capacity, production and percentage 
capaci1?y utilisation ar« given below; 


(million tonnes) 


Ma^or product 

Capacity 
(19 {^-85) 


production 

co' 

i 

CO 



1 

2 

3 

h 

.,.5 

i) Iron ore 

7.5 

1.135 

1.201 

1.6iif 

concentrate 


Cl6) 

( 16 ) 

(22) 

ii) Pellets 

3.0 

set up 

in 1985 



percentage capacity utilisation is in 


parenthesis* 

7. The inlormation on targets and actual production 

is given as under; 


(million tonnes) 


Major 

product 

1982-83 

1933-^ 

19^85 

Target 

Ac.tial, 

Target Actual 

Target Actual 

1 

■ 2 . 



^ 7* -5 - 1 ., 

" b ^ 

i. Iron oi'o 
concentrate 

N.A 

1. is5 

1.353 1.201 

1.650 i,6i¥ 

ii. Pellets 

Set 

up in 

I 1985 







78081 


883 


(i) Investment 
( equity -floan) 

(ii) Capital 37881 

Employed 
(Net Fixed 
Assets+ 

Working 

Capital) 

(iii) Net worth 1 ^ 2 ^ 

(iv) Net Sales 1^^ 

(v) Gross Prof it( -)3^58 


306^1 


11582 
1751 
( -) 3355 


W 

38687 


^ 3^5 

25 ^ 

(-) 


Exports 


9* IiM> exports effected by KIOC, which was conceived 
basicolly on exjDort project, are as under;- 
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Strengths and Weaknesses 
Strengths 

10 • Ihe major strengths of the Con^any as revealed from 

its self analysis and the Corporate Plan are: 

(1) The company has competent managerial and technical 
skill dedicated to achieve its objectives, 

(ii) The mining and beneficiation technology adopted as 
well as the facilities installed by the company are modern, 
sopMsticated and con^jarable to any similar mining industry 
in the world, 

(iii) Close association of its technical personnel with 
Ket-Glieni (a subsidiary of USS Engineers & Consultants) 
and with supplier of major equipments loas helped it 

in developing cu high degree of general engineering 
skills. 

Weaknesses 

( i) The coE^any is beneficia ting low grade iron ore 
and producing a pellet feed the demand for -idiich has not 
developed to the desired extent. There are only two pellet 
plants in the West Europe - Header in U.K, and Bbogovens 
in Netherlands - which depend on bought pellet feed for 
pelletisation and use in the latest furnance. Both these 



plants find KIOC pellet feed costly aM unrumenerative, 
largely due to elaborate facilities installed by KIOC 
for beneficiating a low grade ore, whicb makes the 
cost of production of KIOC concentrate relatively higher 
corE|)ared to the cost of similar pellet feed produced by 
its competitors (who get this as a by-product out of their 
production of sinter fines) . 


(ii) Another weakness lies in the quality of its product, 
iCKX) Was designed basically to produce in accordance with 
the requirem^ts of Iran, i.e, , to supply concentrate 
■with 66 ,^% iron and of Silica + Alumina, The other 
major pioducers of pellet feed in the world market are 
in a position to offer a much richer product, containing 
about iron and as low as 2-2,5^ Silica + AUwji?ui 


(iii) Again, in accordance with the provisions of the 
contract with Iran and to suit their ports, the port for 
the shipment"of KEOC supplies was developed to accommodate 
ships of only 6o,000 iX-.'T size, wiii^ the major producers 
of iron ore, like Sweden, Brazil, Australia, as well as 
major users, such as Japan and Europe, had developed 
their port capacity tp load/receive much larger ships 
(200,000 - 35b ,000 DWT). Since the development of larger 
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vessels for carrying iron ore brings dovm the transporta- 
tion costs, customers having facilities to receive larger 
ships (West Europe, Japan, South Korea, Phillipines etc,) 
find iron ore concentrate/pellets offered by Kudremukh 
uneconomical, 

(iv) The incidence of heavy rains in the KIOC project 
area, force KIOG to face many constraints in^josed by 
weather and difficult terrain, 

(v) KIOC is still operating at a capacity much lower 
than the rated one, since it has not been able to find 
out total alternate outlets for its products following the 
back out by Iran, The production has, therefore, to be 
restricted to the orders in liand. 



App iji 


'^OmALQAm 'REFIi-^IQ: pEi'ROCiS'lICALS Lli-ilTED 

Introduction 

1, Boigaigaon Hefinery and Petrochemicals Ltd. (Bi^PL) 

Was incorporated in Feoruary, 197 ^ for establishing (i) 
a refinery having installed capacity of crude tiirough- 
put of one million I-II per annum; (ii) two petrochemical 
units namely Xylene and il-ll; and (iii) one polyester 
staple fibre plant. The refinery is to utilise the 
indigenous crude available in Assam and horth Eastern 
Region. The petroc^ejoical unit is to consume the refinery 
px'ouuct (vlz,naptha) as their ma 3 or feed stock which is 


to be supplied fron. tiie refinery it 
xiio Ciuue uistillotion unit and tiie 


self as well as Gauhati, 
cotrochemical unit 


were comirsissioiied in 1979 ~ao and i;)85-o6 respectively. 


The Polyester fibre plant is under construction. The 
h.ajor px'ouucts from ti'Ks refinery are ,h'gpj;ho , ESD, LDO, 3K0, 
FC, ATT, LPa etc. xne petrochemical units produce or tho- 
myleno, para-icplene and xt-if. The pjF plant is expected to 
start prouuction soon, 

OoQectives 

2. The main objective of the company is economical utili- 
sation of indigenous crude available in Assam and neighbour- 
ing regions tiirough setting up of a refinery to process 
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indigonous crude and of a petrocliornicals coiaplex to process 
naptiio to produce xylenes and Oil and to set up a polyester 
staple fibre plant. Sorao of the c tier ina;;;or objecuivos of 
the corapany are followinr: 

i) sotting up of a refinery for processino of 
Assara cride oil and a petroclieiaicals coisplox 

il.il 

ii) assisting in tho distribution of the various 
petroloura products in the refinery; 
iii) ma:eLraisin£ capacity utilise ti on of the plants 
and ouerating anct T..aintaining trieu eliicioiicy; 

iv) earning a reasonable rate of ro'burn of invos'trnon t; 
v) , i^'ing iupetus to industrialisation of Assan 
offering base petrochemical products for 
do\^m stream industries; and 

Vi) building a marheting net-vcrli on All-India, ba£is 
for petrochemical products, including fibres me 
marheting net'..'ox'l is to bo bached up oy appro- 
priate toclmical discipline and a hesoaren 
i>’velopment Centre to: provide service to customers 


selection Jiistification for in-aepth S’Mody 

3, The company has been selected as one oi i^he lov 

porfoming production enterprises Iron aaonc the potrolam^ 
group ooE^irisinG of 12 enterprises, i'h-e porfomanoe of thox 
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in 6 out of 7 indices chosen for judging long term superiorit 
iios been lowest. The overall composite ronlving among the 
inaustrial group is the lo^^^est at 12 and among 14^ production 
enteiprises it is 87# 

production Performance 

4, The data on capacity, production and percentage 

capacity utilisation are given below:- 


( million tonne s') 
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Location is its oasic vealonoss anc. as a result it 
lias to face severe transportation and other constraints. 
Besides, tiiore is, at present, no marhot in and around 
tlie comT)lox for its li-IT/P Si-'. ilrtheraorG , the marketing 
of the petrochemicals and the fiore products is considered 
to bo a laa^or betel eneck in viev; of the suiplus capacity 
available in the country for rhese products. Auued to 
these is its high capital structure as compared to other 


r-ianuf ac turer s in the field and the pODsibl 




■G;.e coi.roany iiii,,ht iiave to offer uhe -oroc.ucts at a ciscount 




APPMDIX X7 


'hinjxj sum shipxabd limited 

Introduction 

1* In Indiai shipping and shipbuilding industry have had 
an unbroken tradition of excellence ext^ding over 6,000 
years* There were a nmber of shipbuilding yaids in t he 
country, the latest being the one at Bombay established in 
1735* It was a dry dock which was not to be seen in any part 
of Ehrope in size or excellence of site. It is r^orted 
that Bombay built ships were not only durable and superior 
to those constructed elsewhere but were also low priced, 

2. There was tangible setback to the Indian shipping 
industry after 1840 largely because of the fact that vested 
interests of much mightier forces were bent upon to curb ahd 
crush Inaian efforts. At the sajae time, the Indian enteiprise 
was struggling to assert itself, with the pioneering efforts 
of Earottam Morarjee and Walchand Hirachand to the cause of 
Indian Shipping, duly supported by the national leaders, fhe 
Chairmais of tne ihindia Sbe^ Navigation Conpany, Shri 
Vlalchand lilrachand decided to revive the shipbuilding industry 
in the country at any place suited for the puipose, whether 
the Government of the day helped him or not. Biough the idea 
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of building a snipyarcl was mooted in 1920, it could taKe a 
firm shape only in 194-1 wnen Babu i^jindra Prasad, the then 
President of tne Indiah Kational Congress laid the foondation 
stone on June 21, 1941, of a modem shipyard at ‘/isaKhapatnam* 
This heralded the revival , in modem form, of ah ancient 
industry, under Indian control ahd manageiient. 

3* The Second v/orld War hampered tne construction of the 
shipyard, and work in right earnest could be tal^en up only 
ai'ter the cessation of hosttlioies in 1945* Ship constmcticn 
v/as started in 19^ j with laying of keel for the first 2 
'/esscQ, s, Ete:’:iis:.ips of about 8000 D,\'T eaCii, vd.tn do sign of 
U,K. origin. 3y 19^, the Scindias found it difficult to 
run tne shio^'arti viitiiout financial assistance Iran >he 
aov-.; 2 *n:.i ent. By I950j finaX^cial- position of tue yard was 

so critical as to apprehend even its closure. Txie Bstimates 
Co!ir:jittee reviewed the aP^aihs of the shipyard in l950-5l 
aJ-d recom;:; ended the take-over of the shipyard in partnership 
ulth t :iu icindias. Ul-timateLy, the Government decided to 
t;v;e over the shipyard, a new company under the coiporate 
designation of Hindustan Shipyard Ltd was incorporat-ed on 
January 21, 1952 with the Government holding two- third shares 
of the Cap it ill bhd Scindia Steam Navigation Company holding 
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Biinoii.ty interest to the extent of one-third shares. This 


joint venture status continued till 1961, till the equity 
shares held by the Ssindias also were acquired by the 
Government of India and Hindustan Shipyard Ltd becane .a wholly 
owned Govermient of India undertaking in Jmly 1961, with 
Begistered Office at New Delhi* 


Ob j ectives 


The major corporate objectives of the undertaking are 


detailed as under: 


£) To build up a strong shipbuilding industry in the 
country with a view to contributi>*^ significantly 
to the growing requirements of National Shipping 

viz. genersl cargo vessels/coastal vessels, multi- 
purpose bulk Carriers, contain er/setDi- container 
vessels, offshore crafts, dredgers and tugs, fishing 
trawiers/f actory ships, oil rigs, and platforms ete. 
required for offshore oil/natur^ gas extraction, 
other needs of national shipping. Naval/ def ence 
organisations, Ports, CEiGC etc. 

ii) To provide necessary back-up to the Indian Navy in 
formulating ^d meeting their ^ecialised and 
sotOiisticated requiranents, and thereby meet the 
country* s defence needs* 
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iii) To l3uild Tailous types of ships up to 4-5,000 DWT 
keeping in view the present and future danahds of 
Indian shipping, 

iv) To provide coaprehensive ship repair facilities for 
larger vessels up to 1,50,000 DWT, including major 
r^ air/ overhaul of all the low speed/niedium ^eed 
diesel engines etc to achieve self-sufficiency ah^ 
s^f- reliance in the field of marine engineering. 

v) To diversify through manufacture of associated 
transportation equipment , structural fabrication 
for steel mills etc. 

Activity Profile 

5, In the beginning, the Hindustan ®iipyard Ltd was 
manufacturing diesel motor ships of "Materform" type with 
deadweight tonhag® of 7000-0000 each. At the tinie of 
take-over, the requisite expertise and t echnical know-how 
in shipbuilding was not avail able'*with the country. In 1952, 
the HSL entered into ah agreement with a French firm of 
consultants for technical aid. With the technical expertise 
available from the Fr«icKFiim, ships of different types ahd 
designs upto about 10,000 were built. To carry the 
process forward, after the expiry of the five-year agreement 
with the French fiim, the Shipyard entered into technical 
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collaboration with a West German firm to build *Lubecker ' 
type Tessas ranging from 9500 to 12,500 DWlo Meanwhile, 
arrangements were made with M/s Mitsubishi of an for 
supply of advanced design and drawings for a new series of 
vessels. The first sliip in the series, **J'ala Kala** was 
delivered in November 1964-. Again, the HSL cons tructed a 
training ship "Rajendra” to r^lace TS “Dufferin”, which was 
launched on April 25, 1971* Subsequently, the HSL commenced 
production of ah aitir^y new series of vessels of 21,500 
DWT. Known as *^ionaer class" these are multi-puipose 
general cargo- cum- bulk carriers very much differait from the 
conventional cargo liners the Shipyard had been constructing. 
Ah important characteristic of the »^>ioneer" class of ships 
is the high degree of aaitomation in engine room and 
navigational contrd. The first ship of this type was 
delivered during March 1975* 

6* Within years of Government take-over of HSu it was 
realised that ship construction should be supplemented with 
repair work. In fact, no country which aims at having a 
large and effici®t mercantile marine can afford to neglect 
ship repairing work. With cost of ccostruction of new ships 



going high fehe ship airing attains eveiu increasing 
importance* Consequently, a Dry Dock measuring 800*i125‘ 
x38*-7" to provide most modem repgdring facilities and 
having dry docking Capacity to take ships up to 70,000 DWT 
was ccmmissioned in November 1971* fhe ‘Graving Dock* , as it 
is Called, is the highest of its kind in India in its 
principal dimaisions and docking capacity* is an adjunct 
to the Dry Dock, a Wet Basin to provide berthing facilities 
for carrying out underwater repairs on vessels afloat and to 
provide additional fitting out facilities for ships under 
construction was also started in Mah’ch 1976* With this, the 
repair outfit of the yard can undertake any kind of hull or 
engine repairs* llso, the HSL is ah authorised service 
repair centre for B & W marine diesel engines* 

7. The Hindustan Shipyard ltd has full-fledged design 
having rich experience and expertise in the field of 
ship design* The wing is adequately equipped to develop 
flexible design from lN-,000 DWT to 27,000 DWT with the same 
geometry of ftii l Forms* The TS *Haj*ndra' and ¥,P. I* Dredger 
were designed esntirely in the Shipyard* in 193a-83> 
construcitiai of bulk carriers of 27,000 DWT was started by 




505 


low-tecbnology activity. With the global recession in the 
shipping industry continuing unabated, concentration of the 
HSL activities to convmitional cargo shipbuilding and r^airs 
alone vas found to be counter-productive and non-profit 
oriented proposition* HSL, therefore, decided to embaik on 
diversification into high- value ahd high- technology 
activities like contructicai of specialised offshore vessels 
and structures, which happ ended to be more premising and 
remunerative and which could advantageously be undertaken 
with the existing infrastructure or small additions thereto* 

9* The opportunity for diversification came when during 
1983-83 the company obtained order from Oil and Natural Gas 
Commission, against a global tender, for construction of a 
highly sophisticated drill ship involving high technology. 

HSL was the first Indian Shipyard to bag such an order. The 
said ship '*Sagar Hushan** was completed with the tecthnical 
coilaboraticai of H/s Hitachi Zosen of J^an for transfer of 
technology, and material package deal with FSLS at Sing^ore 
for import of equipment and machinery, and launched on 
j&igust 18, 1965. The Company also secured order from the 
CMGC for 4- nos. Offshore HLatforo-cum-aipport-cuiB Standby 
f'essAs (OPSSfs) and two Well Head Platforms besides container 
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type skid mounted portable bunk houses in recent years. The 
construction of these items has been undertaken in 
collaboration with foreign firms which have the requisite 
know-how ^d technology* Of late, GNGC has placed orders 
with the HSL for the construction of 2 stimulation vess^s, a 
ISon- destructible Testing and Infection Vessel, a Semi- 
submersible Big, a Jack up Big, a Multi-purpose Support 
Vessel etc. The other specialist custauers of HSL are the 
Indian Navy, d^artm®t of Ocean Development etc. The 
shipyard has already taken up the construction of NaVal Dock 
aocks for Navsl Dockyard, Visskh^atnam* 

10* The Hindustan Shipyard Ltd is one of the two major 
shipbuildiog yards (the other one being the Cochin Shipyard) 
which is under the administrative control of 'the Ministry of 
Transport, Department of Surface Transport, The HSL has 
demonstrated its versatility in building various types of 
vessels* 'The main product of the shipyard has been the 
Ocean going vessels which include general cargo vessels, 
passenger vessels, mini bulkers of 21,^00 DWT, naval vess^s, 
training ship, offshore supply vessels, dredger, and of 

course tugs, barges and laches etc. Besides, it has 
mnd«rtsk« different ship repairing assigments not only of 
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Indian sMps but also of foreign liners. The shipyard 
has mi the end of the year 1986-8? built and delivered 
88 vessels of various types and designs. With the offshore 
vessels activities, the HOL has joined an exclusive group 
of Shipyards in the world which undertake construction of 
high techiology, sophisticated vessels and rigs for off- 
shore e::q)loration and production. Starting from a scratch 
in the forties, the shipyard ha s built a nucleus of 
teclviological skills necessary for expansion of shipbuild- 
ing industry in the country, 

11, HSL lias undergone a ver table metamorpiio sis with 
the implanentation of a major Modernisation and Develop- 
ment programme, at a cost of about Es» 75 nrores. A 
unique feature of this programme is a ‘covered* Building 
Dock wliich facilities construction of Ships up to 53,000 
DWT under factory fresh conditions. Tliis is poised to 
double the rated capacity of the shipyard gradually to 
6 / 6,5 pioneer class vessels of 21,530 DWT. 

Selection Justification for In-depth Study 

12. Through compuier analysis of the performance of all 
146 production enterprises of the public sector on the 
basis of 10 years data of 7 pro-determined selection 
criteria, a composite rank for each ent^^prise was 
determined. HSL achieved coaposite rank of 119 among l46 
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production enterprisesj and was selected as a low perform- 
ing enterprise. Among the Tran^ortation Equipment Group 
of enterprises numbering 11, HSL rank was 10, The HSL 
has been in operation since 1952 i,e, for more than 
10 years* 

Long Term Performance over 10 years period l974--8^ 

13. All the indices except the one viz. , Net profit; i\let 
worth based on the 10 years data indicate the overall low 
performance of the enterprise. After the year 1979-80, the 
company lias been making losses from year to year. The 
accumulated losses upto the end of 1983-.3*+ and 19^85 were 
to the tune of Hs. 2,044 lalchs and Hs. 3397 lakhs respectively 
The losses mounted up at an accelerated pace and accumulated 
losses stood at a record figure of Rs, 10,44o lakhs at the 
end of 1986—87, 3y 1984— 85j 88,5 per cont of the paid-up 

capital Was eaten up and subsequent to it trie entire paid-up 
capital was wiped off. The net worth of the company al^ 
eroded at a fast pace after 1983-84. According to the latest 
year 1986-87 figures available, the net worth at the end 
of March 198? stood at Rs, (-) 6,253 lakhs. The losses 
incurred by the HSL have been pritaarily due to wide gap 
between tJae cost of construction of vessels and other 
construction items and the income realised on the same 
besides increased incidence of interest burden on bank 
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borrowings occasioned by delayed payments fron the customers 
and construction time over-runs. This seems quite 
paradixocal in the face of good production performance fron 
year to year inspite of none-too-good order book position. 
Surprisingly, seme loss was incurred by the company on the 
ship repairing activity also which was largely due to less 
turnover from this activity as a result of continuing 
preference on the part of Indian shipowners to get their 
ships repaired abroad. 

Production Performance 

The data on cgpacity utilisatinn of ship building are 
given belows 


Year Installed Opacity Opacity Utilisar 

(equivalent to standard tion 
pioneer class vessels ’ (Percentage) 
of 21,500 D'WT each) 




S-08 



l5* Eie inf o Ha ati on on targets and actu^ production is 


under; 


Major Product Unit 


Tam Actual Tam Actual Tam Actual 

_-^et.. . get 

]_ 2 3 If 5 6 7 8 

i) Ocean going Standard H.a# 1*45 2*06 2*02 2.80 2.92 

Vessel s Pioneer 

class 
TessiSi s 
of 21,500 
DWT 


ii) SSiip Rep aim fe. in 
ing laklis 


515.56 . 233.68 . 24-5.31 


Source (t) Annual Reports of HSL 

(2) Action Plans HSL 1984-85, 1985-86 

16. 25ie Talue of Production in Rs. lakhs is set out below; 


Itea 1980-81 1981-82 1983-83 1983-84-1984-85 


Ship s. rep airs 24-35 
and other 
services 


274-7 374-7 3982 7621 




17* Being a Job order industry, HSL follows a system of 
Job costing for the puipose of finding out the cost of 
production as w^l as don trailing the costs of ressels 
being hunt. For the purpose of cost control, a cost 
estimate of each of the Tessels under construction is 
made against which the aOtual costs are reviewed from tine 
to time* With effect from 1983, with a view to having 
timeLy ccxitral of costs at the various production centres, 
a system of performance budgeting has been introduced under 
which the targets and costs thereof at each of the 
production centres are budgeted monthwise ^d qu art eiv wise, 
and actual performance measured and variances with 

reasons r^orted every mcaith for initiating remedial 

% 

acticm well in time. 



financial infoitnation on selected a^ects in Rs 


i) Investment 

(Btiuity+IiOgji) 

ii) Cspital aiployed 
(Net Fixed 
Assets + 

Woiking Capita) 

iii) Net Worth 

(Paid up Gepitai 
plus free resell 
ves less 
accumulated 
losses(deflcit) 
and DBS • 

remaining unaraoiv 
tised) 

iv) Net &ies 
(Sales less 
returns, selling 
commission, 
discount aPd 
rebates etc) 

t) Gross Profit ( 





The Hindustah Shipyard Ltd has continuously faced 


difficult Cashflow position essentially on account of wide 
between the realisable income on the ships and the 
actual construction cost of the vessels* Even after the 
applicability of the new pricing foitnula enforced retrospectjU 
veiy fraa 1*4-*1979 under which assistance of of the 
Interaational Parity Price of the vessel is payable by the 
Government to the shipyard, the cash flow position of the 
company has not improved. The increased cost of construction 
has resulted from exchange variations, inflation, and higher 
wage bills on accoant of mihanced dearness allowance. The 
blockage of funds has emanated from slippages in the * 

production events, inordinate delay in payments of outstandtig 
bills on ship ccnstruction and/or ship repairs on the part 
of certain shipowners and irregular releases of Government 
assistance in reject of vessels. As a r esult of these, 

■ ■ Bll 

there has been a shortage of wozking capital in the 
operation of business of the compg^iy. The gravttjr of the 
problem be gsPged from the fact that the company's 
woifeing Capita of »s. 671.26 laJ^hs during the year 1980-81 
represented 3*7 months* v^ue of production at cost 



iesciuaing 


1982-83 th 
production 
Rs* 1624-*8H> 








liquidity position of the shipyard more critical. Further, 
huge inventories in the foim of materials in stock 
(including steel scr^) and work-in-process also added to 
the finapci^ problons of the shipyard. As on March 31>198M- 
the stock of materials including steel scrap was equival®t 
to 12*8 months consumption and the work-in-p3X)Cess 
represented 22 months* value of production at cost( including 
d^reciation)o 


21. With proportion of debt increasing from year to 
year, the debt- equity ratio started moving in the higher 
side. This ratio which stood at 0.06t1during the year 
1980-81 had risen to 0.^:i during 1983-84. The position 
remained fairly comfortable if viewed against the norm of 
1J1 suggested by the Bureau of Public Siterprises. 


PriBlng |?caicy 


22« The First Five Year PI ah wherein proTtsion was made 
for the development of the Shipyard, stated;”,...... Ship 

fran the Yisakh^atnaa Yard will be sold to the Shipping 
CompaPies at reasonable prices. The difference, if any, 
between the cost of constructicaa and the sale price will 
constitute the subsidy to the Shipbuilding industry...... 
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23m With a view to affording protection to the indigenous 
shiptiuilding incfcistry as also to make the prices comp arable 
to the international prices, the Government evolved & revised 
fonnula from J^jril 1, 1971 which laid down the foil owtAg 
principles; 

V Price payable by the shipowners would be the 
international price plus 5 per cent^ 

* The Shipowners would also be charged for escalation 
(subject to a limit of 7^ of the intern at ion siL 
price) in respect of increase in wages and statutory 
rise in the prices of controlled item* like steel. 

• The Government would pay to the Yard 5^ of 
intemational price, by way of assistance. This 
would t^er off at the rate of one per cent every 
2 years* 

♦ The Government would also reimburse the actual 
price differential betweoi the indigaaous price and 
international price of certain ^ecified items of 
equipment* Tbe reimbursement in this regard wcwld 
be subject to a ceiling of 10 per cent of the 
international price® 

It was observed that the pricing policy imposed a 
severe stress on the industry as the tot^ assistance under 
this policy from both the Shipowners and the Govemmmt 
was itmited to 10 per cent over the international price. 


1 - 


IntertiaHy, there was unpreced^ited increased in the prices 
of all shipbuilding material and wages which began in 1973 
and continued thereafter. On this account, the provision 
for escalation and State assistance were found to be 
extremely inadequate. There was a great pressure from the 
Shipyard side to urge the Government to revise the pricing 
policy suitably. As a reailt, extensive studies involving 
Bureau of Industrial Costs and Prices, EPE and the 
Ministries concerned were made, and the pricing policy 
was again reviewed. New pricing formula for the ships 
bu il t in Indi an Ship yard s was p romul g at ed by the Go vernm en t 
in February 1981 with retrospective effect from l.^-. 1979 
under which straight assistance of 20 % of tie miematicnal 
Parity Price of the vessel became payable by the 
Goverraaeot to the Slip yard, 

25* Ifeider the new pricing-foimula, the pricing of Indian 
built ships is based on average International Parity Price 
(IPP), which is derived from the international prices of 
ships. Since shipbuilding was subsidised in almost every 
maritime country, either directly or indirectly in varying 
degrees, the international prices of shipsCfron whihh the 
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average HP is derived) were very tricky unreal when 
viewed from the point of view of Indian Shipbuilding 
industry* Thus, the new pricing formula of basing prices of 
Indian built ships on IPP has no stable relationship 
between the prices realised by the Indi^ Shipyards and the 
cost of the Indian built ships. This fonnula has worked 
favourably neither for the shipowners nor for the Indisp 
shipyard* On the one hand, it has deprived the shipowners 
of the advantages of low prices prevailing in the world 
market; on the other hand, it places Indian Shipyards in 
ectreme distress as the prices realised for their vessels 
are related to the "dumping" pi*ices in the world market* 

Research and Development 

i) Import Substitution 

26* There is sm I ndigenous Development Cell, in the HSL 
which has givai the maximum and assiduous attention not 
only to con sd id ate the manufacturing edacity developed 
in respect of certain new items but also to identify quite 
a few additional items for which indigenous manufacturing 
Capacity has been estaM-ished* ®iis Cell has also been 
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able to establish local fabrication capacity for a number 
of items confoiming to Lloyd* s standards. By and large, 
the efforts of this Cell have been in the direction of 
locating and assisting the ancillary industries to 
manufacture the import substitution items. 

27® AS a result of relentless and diligent efforts made 



import substitution since 1979-90 (for vrhich data are 
available.) is as under; 

1979- 80 Rs. M-2.80 lakhs 

1980- 81 Rs. 21,52 lakhs 

1981- 82 N.A, 

1983-83 Rs, 36,11 lakhs 

1983- 8^ H.A. 

1984- 85 Bs,64-1,25 lakhs 

ii)E£penditura on R & D in Rs. lakhs is given below: 

1983-83 Rs, 0,24- lakhs 

1983- 84- Rs, 1,00 lakhs 

1984- 85 Rs. 5,00 lakhs 


It will be seoi that the expenditure on R & D is only ah 
insigniricant fraction of the production cost. 


28. Respite remarkable progress in technology, the ship- 
building industry the world over continues to employ a 
large number of workers. There are many i^ills which cannot 
be r^laced through mechanisation, a great deal of manual 
work is still necessary in many ship building operations. 
Again, ships are not generally built in a series of the sspe 



modefll* They are custom-built; this fact precludes any 
general application of antomation. The perfoitnance of the 
Shipyard, other things regaining the same, very largely 
depends cm the. industrial relations obtaining between the 
workers emd the M^agement* 

29* Since the take-over of the Shipyard by the Government 
for six years labour relaticms In the Shipyard were cordial 
amd there was no strike at the lard during the period* After 
this brief interlude of cordiality, industrial relations 
becsine extren^y strained after 1966* The crisis of 
confidence between the employees and the management was so 
deq) that they wer« not having any useful and purposeful 
dialogue and were constantly in a state of confrontation* 
The employees went on strike for nearly 2 m'onths in 19^7 
followed by a number of walk-outs and * work- to- rul e* 
agitations during 1968 and another strike in May 1969 in 
which both wOfkers and the staff participated for the first 
time, and which was the costliest, accounting for the loss 
of over 100,000 mandays* 

30» The Company with a view to normalising the surcharged 
envircmm^t and improving industrial relaticns introduced 
the revised wage structure during 1969^70* Since then, 
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constant dialogue vd.tii trade union r^ resen tatives was 
maintained for understanding and appreciation of each ot?her» s 
view points. The Management gave a positive direction to 
the philosophy of industrial relations, by creating a sense 
of belonging to the organisation and a feeing that the 
employer spd employees were co-partners in a joint venture. 

One example to indicate how the workers of the Yard shared 
the privileges, achievemoits and ai^i rations as members of a 
big f^ily is that the President of the Staff Union of the 
Shipping Corporation of India was invited to launch a HSL 
built ship M.7. '?ishva Yash* on March 17, 1972. This climate 
of mutual goodwill facilitated the introduction of useful 
innovations like the multi- trade system, which sought to 
eliminate wasteful labour practices. ‘The Company also 
introduced a number of welfare measures for the benefit of the 
workers - aich as subsidised lunch, medical reimbursement 
subject to a reasonable ceiling, free well- equipp ed medical 
di^ensaries, educational facilities, recreation club, 
housing colony with necessary peripheral f acilities. A 
non-official W^fare Committee was formed in June 1970 which 
coordinate and promotes various w^fare measures in the f ieM 
of health, education, welfare etp. Thus, as a result of 
positive direction givea to the industrial relations policy, 



there was not only an atmosphere of cordiality prevailing 
in the Shipyard hut also increasingly enthusiastic 
cooperation from the employees. This atmosphere continued 
hereafter and not a single mahday was lost on account of 
industrial disputes Airing the period 1970-75* 


31. There was a setback in the industrial relations for 
a short duration in 1982-33 when the new Union leadership 
resorted to a confrontational and. agitational ^proach, aid 
the Management was forced to declare a partial lock-out in 
June 1982. The feelings of the employees got soothened when 
the Managera^t signed a Wage Revision Settlement in respect 
of workmen and staff during 1982-33 effective for a period 
of 3 years from 1st February 1983. During 1983-8lf, through 
this healthy relationship obtaining between” the Management 
and the employees, there had been better productive 
utilisation of all staff and woikmen and constructive 
schenes such as production linked incentive and wage 
structure and anployees’ participation in managaaent were 
introduced. During 198^85, the scheme of employees* 
participation in manag^ent made further strides with the 
constitution of several Joint Management Committees in the 



areas of Coiony Improvement, House ^lotment, Canteen, 
Safety, Biucation etc« In some of the sensitive areas, the 
employees* representatives were nominated as Chaiiman of 
these Committees. Besides, Qu^ity Circles were introduced 
in some d^artments which is alowly gaining momentum. 

32. As a result of vacillating industrial relations and 
also due to other factors, there were lot of mandays lost 
resulting in production loss in varying degrees. The 
magnitude of this problem can be seen f rom the following 
figures: 

Mo* of mandavs Value of Production 

iSsjL -Ois. in l^hs) 


1978-79 

16,654- 

40,01 

1979-80 

12,703 

32.34- 

1980-81 

14-,918 

36.48 

1981-82 

9,4-75 

30*^92 

1982-83 

20,4-93 

82.38 

1983-84- 

15,468 

75.66 

1984..85 

6,060 

37.17 


Strength and Weaknesses 


33« strengths of HSL may be in regard to efficiait 

technologi«aa. base, effective infrastructural support gjpd 




environmental advantages while the weaknesses of the company 
arise fron the peculiarities of the shipbuilding activity, 
organisational conflicts, non ^ too- smooth industrial relations 
inadequate systaas sfid procedures* 


The major strengths of HSL are as follows* 

i) The Hindustan Shipyard Ltd is the oldest shipbuild±ig 
yard in the country* Starting from scratch in the 
forties, the shipyard has built a nucleus of 
technological skills necessary for developing the 
shipbuilding industry on sound lines* The shipyard 
has full-fledged design wing having rich experiaace 
and expertise in the fiad of ship design. Besides, 
HSL is equipped with an integrated ship r^air 
facility consisting of a "Dry Dock” ^d a "Wei: 

Basin” to provide berthing fadilitids for carrying 
out underwater r^airs on vessels afloat and provide 
additional fitting out facilities for ships under 
construction. In its activities HSL has absoiired 
the latest technology from the foreign shipbuilding 
companies, and has thus becane a vart table storehouse 
of shipbuilding expertise. 

ii) With an efficient technological base end effective 
infrasfcmrtural support, HfiL has acquired the 
unique distinctiaa of versatility to construct all 
types end sizes of vessels including specialised 
technologically complex offshore vessels and 
structures. 
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iii) Situated adjacent to a major port aPd an important 
Naval Base apd wltii large scale drilling for oil 
and natural gas going on in the nearby Godavari 
Basin, HSL has location^ advantages in that it 
bas had adequate exposure to and opportunities for 
assessing the diverse requirements of various 
organisations like ONGC and Naval Dockyard etc 
and for meeting any type of maritime requironentso 
The city is v^l connected by rail, road, sea and 
air. 

Weaknesses 

35« The main weaknesses as visualised by HSL which are 
larg^y behind its low performance are indicated belcw; 

i) Due to the long cycle time of the product ranging 
from 24 to 30 mcxiths inherent in the Shipbuilding 
industry, the organisation cannot readily respond 
to the changing needs of the market. 

ii) Shipbuilding is a Mgh- technology and at the saae 
time labouiv intensive industry. Though set up 
over decades ago, HSL workforce is a qjieer blend of 
undeiv qualified senior craftsmen with substantial 
experience and qualified youngsters with limited 
experi^ce. 

iii) No distinct corporate culture has been formed in 

the companyr The cultural attributes are perceived 
to have been eroded due to segmentation and 
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compartmentalisation based on caste and poloticaL 
beliefs, cawsing widei^read d^ression and mutual 
distrust. 

iv) The Ctdef Executive and other leaders are said 
to practise participative managerial style, yet 
there is only a lukewarm and half- hearted 
involvanent on the part of the employees, in the 
organisation and in the job in particular. There 
are very few coQunitted persons in the organisation 
and they are c^erating in self-seeking style. 

V? The ccmpany has been faced with acute liquidity 
position largely due to fluid order book position 
and delayed payments of bills by the custaners etc. 

vi) The industrial relations in the ccmpany have, by 
and large, been none- too- happy despite brief 
interludes of vibrant haimony and constructive 
co-operation. There have been frequent occasions 
v*en the relations betweai the Tra^e Unions and the 
Management had received setback. As a result of 
Vacillating industrial relations and also due to 
other adverse factors, lot of mandays were lost 
resulting in collosal loss in production. 

vii) 'There is lack of effective management systems and 
procedures in the organisation particularly the 
one to improve personnel productivity and 
performance. 



Till) Shipbuilding at HSL is restricted by the width of the 
port entrance chann^. IXie to this environmental 
ccaistraint, if the ships in the region of 1,00,000 
DWt are required to be built, construction facilities 
have to be set up elsewhere outside the channel# 




FOIKIS OF VIEWS OF RESFOFDi::G PaSl CITIIF EIEa'TIVES 

Forty seven past Chief Ejcecutives of the selccteci 
eri'Cerp rises were ai'jproached with a request to express their 
views on six questions for identifjdng effective leadership 
practices leading to excellence in mannijerial perforuiance« 
Fifteen of than responded. The attrevlations used for the 
nanes of Chief Executives have been explained at the end of 
tile endix. Cne of the questions re] ated to the 
description of key decision points as viewed by then in 
retrospect. Tnese are supportive of the views expressed 
in reply to ofaer cpicstions and have not be;3n mentioned here. 
The replies to other questions are presented below in brief. 

Q. 1 . 'lO'.,;' \,oul u you describe y^our ;Jan-.gerial style w-h ch 
■you., iiave fo.nid to be nost .aijo. least effective in the .;ori-: 
an vl run -I an t of Public En ta.rp rises? Iv ease ill-astr-, te. 

A« host Effective Style ' 

i) Sieuationist - people a;)d enviro-.inent specific 


style (d'V!4, 3!K) 

ii) Participative - 'Hose perscn-l coneact ;;ltli 
employees (hSh, EfJ, -i3, oil, Su, ho 

iii) Eisurlng involveaent of peo.Ee (IS, I f, il.V) 

iv) Decentrepised vipn-iSenent v.lth devolution of 

authority and accountability at appropriate lov'-els, 
combined with effective coordination of p. anning ^d 
executitji (NPD, hI'IK) 


m 







coop era 
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vil* Dynariiic disposition (PKV) 
vlii. Perseverence to do things asai'Jst al3. odds (GLP) 

B. Professional Competence 

i. Standing in the prof es si on/ discipline (HM) 

ii. Knowledgeable and competent (HPD, GLT) 
iii* Ability to guide and stimulate interest in 
subordinates (KPQ) 

G, Managerial Stills 

i. Abi-lity of ;3nalysis md synttesis (HVM) 
ii. Foimulation of clear-cut goals (HVM) 

iii. Still to implement ideas into results and achieve 
the goals (HVM) 

iv. Conpetence to take timdLy, quick ^d firm decisions 
(BS, Sa) 

V. Fair, friendly and firm management (NPD, HCG, S-IK, 
BLP, SA, SBS) 

Vi. Faith/tiust in the key personnel and v/orkforce 
(HCG, DLP) 

vii. Capacity for generating proper organisation culture 
(NPD, KkK) 

viii. Ability to create environment of openness (HCG, GLT) 
ix# Generating consciousness about cost reduction apd 
productivity (PN7) 

-Ji. ■ . ■ ■ ■ a- „ ; . . . ■ a, 

% 



Sicouragenent and appreciation of good worfc (HVM) 
Tolerence of mi stages/ accepting responsibility for 
things going wrong (HVM, IT) 

Involvement of and con sail tation with ^bordinates 
( npd , pnv, DLP, SBS, BS, RS, mJK) 

Genuine interest in weLl-being of workforce (KPD, LT, 
SBS) 

Himan approach in dealing with subordinates/ workforce 
(NPD, DLP, GLT) 


Q* k-. What are trie attributes of org rani sat ion culture which 

i 

contribute to extraordinary perfoniance frcxn persons of i 

average calibre? How do these develop and change? Please 
illustrate. 


ii. Fostering of team spirit (HVM, DLP) 
iii. Commitment/ willingness to accept responsibility 
and sincerity of pui*r.»ose (BS, DLP) 
iv# Atmosphere of respect and mutual trust (GLT) 

V. Personal integrity and openness (£MK) 

Vi. Fair and fim management (DKG, Sa) 
vii. Productivity through people (sa) 



viii. Developing second line of command (NPD, PKV, DLP) 
ix« Participation and involveoEnt of employees in 
management (BSH, LT, SBS) 

X. Bnployees' motivation (I«>D, PN\r, GLT, SBS, M) 
xi.' Saployees' high morale and discipline (BS, DLP) 

Qo 5 . Based on your experience what factors within 
managenent control do contribute to high and low performaJice 
in public sector environment? Please il3ustrate. 

A» High Performance Contributors: 

i. Bill ding up of ah effective and motivated tean 
iEm, PNV, DLP, SBS) 

ii* Open functioning in the org. an is at ion (HV:!, SBS) 
lii. Fair, friend3. y aiid firm mar^iago^ien t (ir/h, DLP, SA> 
SBS) ■ 

iVo Broad outlook and fair minded afjpxoach (H'\?J4) 
v» Absence of office politics and politiking (HVM) 

Vi, Clilture of total commitment and total involvement 
(BSH, HS, GLT, SBS) 

vii. Den oc rati c/participative managenent style (B3H, HGG 
DLP, GLT, K!K) 

viii® Rill confidence of Board of Directors in the 
{3hief Executive (BS) 



lx. Hamonicjus industrial rei at icms (BPD, PMV, Sa) 

X. Motivating middle and junior management cadres 
(NPD, NIC) 

xi. Cost consciousness (NPD, HCG, SA) 

xii. ^ality conscicusness (Sa) 

xiii. Professional knovdedge of top manageraoit (NPD) 

xiv. Good man agon ent reporting systems (NPD, HCG, DLP, 

GLT, sa) 

XV. Forvrard thinking (NPD) ^ 

xvi. Pi*oper i»anp over management and Iximan resources 

development (HCG, LT, PN?, SC, DLP, GLT, SA, SBS) 
xvii. Sound decisions at conceptual stage with regard 

to capacity, location, production mix, teclinology 
and methodology of execution (HCG) 
xviii. Quick, hold and venturesome decision mskirg (IKG) 
xix. Reason ahl e/con tinuous tenure of Chief Executive 
(DKG, HM) 

XX. Inphasis on Research & Development (NPD) 

B. Low Performance Contributors; 

i. Grcupism/partisaB attitude (HM, SBS) 
ii. Lack of ha^ng clear-cut responsibilities and 
alithoilty (HM) 
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iii* Excess employment iliW) 
iv* Bureaucratic Culture (I»KG) 

V, Unnecessary outside interf erence(SBS) 
ri. Erosion of autonc«ay (SBS) 
vii. Over representation of official Directors on the 
Board of Directors (SBS) 

viii. Lack of vision on the part of top management (NI'3K) 
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JiJbbrevlations Used in the ^pendix XVI 

HVM Shri H. V» Mirchandani, Ex-Managing Director, 

^ Kudranukh Iron Ore Co. ltd. 

RSH Dr. Rapi S. Hgpisagar, Ex-GMD, 

HindListaP Insecticides Ltd. 

HPD Vice Admiral N.P, Datfca, Ex-CMD, 

Hazagon Dock Ltd. 

PNV Shri P.N. Veda Narayanan, Ex-QID, 

National Textile Corporation (£I']<SP) Ltd. 

HGG Shri H. C. Grover, Ex-CMD, 

Hindustan Fertiliser Corporation Ltd. 

RS Shri R. Subramaniapi, Ex-aiD, 

Hindustan Fertiliser Corporation Ltd. 

GLT Shri G.L. Tandon, Ex-aiD, 

Neyveli lignite Corporation Ltd. 

DIP Shri D.L. Purkayastha, Ex-QvlD, 

Bongaiga.on Refinery & Petrochemicals Ltd. 

Nl'IK Shri N.N. Kashy^, JBx- Chai rm an , 

Indian Oil Coi'j.oration Ltd. 

SA Shri S. Ahandarsci, Ex-GID, 

Hindustan Shipyard Ltd. 

SBS Shri S. Balakristoa She tty, Ex-.G'ID, 

Hindustan Shipyard Ltd. 

BS airi Bharat Singh, Ex-Konaging Director, 

iPdaman & Nicobar Islands Forest & 

Plantation Deveiopment Corfioraticxi Ltd. 

LT Shri L al Than zaiJ a, Es-H an aging Director, 
AodsTiian & Nicobar Islands Forest & 

Plarstation Develcpment Corporation Ltd. 

DKG Shri D.K. Ganguly, Ex^Man aging Director, 
indan^ & Nicobar Islands Forest & 

Plantation Develqpmoit Corporaticxi Ltd. 

SMK Siri S.M. Krishnatry, E&-ChairtnaP, — 

Jindaman & Nicobar I&Lands Forest & h; 

Plantation Development Corporation Ltd,;;^ '^ -V"'" 
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(c) increases in costs of material inputs, wages, other 
manufacturing costs, market trend and other external factors 
like power, taxes* Operating budgets for non-plan expenditure 
are pr^ared taking into account factors like increases in 
cost of inputs, transfer of coapleted plan projects to non- 
plan expenditure. Relies reveal that there are severe 
external and internal constraints in preparing capital and 
operating budgets in tune with the fire year inrestment and 
annual plans. In capital budgets, the constraints are 
mainly extern^, relating to permissible use of internal 
resources and Government budgetary support. In operating 
budgets, the constraints are both internal and external. The 
former main3.y relate to limitations on production potential 
due to old plant and equipment and obsolete technologies; 
inferior and aib standard quality of raw material; and 
uncertainty of prices of raw material and finished products. 
The important external constraints are unfavourable market 
conditions for the finished products within the country and 
in the world markets, erratic pov/er supply, short supply of 
imported inputs etc. One of the high performing enteii) rises, 
the QUGC, had r^orted no constraints in the preparation cf 
budgets. The ihnding of the budget proposals, both coital 
and operating, is entirely through internal resources and 


